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Painting by Herman Bartel ‘“‘Early Tappers in Malaya’’ 


Rubber’s the Money in Malaya 


Ws: TOWARD the end of the 13th century, Marco Polo 
visited the region now known as the Straits Settlements 
—the heart of British Malaya—he found a great distributing 
center for shipment of spice to India and Europe. 

British Malaya now is famous for two products: rubber 
and tin. These commodities provide the principal purchasing 
power. In prewar years Malaya contributed 40% of the world’s 
rubber production and 30% of its tin. 

By far the most important purchaser of Malayan products 
has been the United States. In return, the United States has 
exported machinery, motor vehicles, iron and steel manu- 
factures, electrical apparatus, and petroleum products. 


‘‘Last to leave, first to return,’’ was the war record of The 
National City Bank at Singapore. For information regarding 
the state of business, foreign exchange, or credits in Malaya 
or any other country, inquire at our Head Office or Branches. 


THE NATIONAL CITY BANK 
OF NEW YORK 


Head Office: 55 Wall St., New York - 65 Branches in Greater New York 


Write on your business stationery for the Bank’s Monthly 
Bulletin on Economic Conditions. 


YGirtt tr BVlirld Wile Lanting 


Member Federal Deposit Insurance Corporation. 


Since 1925, except for the war 
years, Raymond G. Hill, Su- 
pervisor at Singapore, has 
been an officer in various of 
our Far Eastern branches, He 
exemplifies thelife-longover- 
seas experience placed at the 


service of the Bank’s clients. 
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Manila 
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Bayamon 
Caguas 
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Ponce 
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Every 3 seconds a customer is served overseas 
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Every day, problems as numerous and as diverse 
as the ports of call to which American goods are 
sent confront the American exporter, when ship- 
ping on a draft basis. Yet often they can be sim- 
plified quickly by authoritative answers to such 
important questions as these: 


1. What is the foreign customer’s credit standing? 


2. What are the import and exchange regulations and 
the present trade outlook in the country to which we 
are shipping? 

3. When goods are not of American origin, will U. S. 
dollar exchange be granted by the country to which 
we plan to ship? 


Every day, the Chase National Bank answers 
such questions from current information sup- 
plied by its overseas branches and by its corre- 
spondent banks in all commercial centers of the 
world. In turn, this information is channeled to 
Chase customers in the United States through a 
large, experienced Foreign Department. 


Exporters are invited to consult our officers re- 
garding ways in which the Chase Foreign De- 
partment can be of assistance in expediting over- 
seas business transactions. 


You are invited to send for our Folder ‘‘Import and Exchange Regulations of the Principal Countries of the World.”’ 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 


HEAD OFFICE: Pine Street corner of Nassau 
Member Federal Deposit Insurance Corporation 


LONDON—6 Lombard Street « 


Havana « San Juan « Panama e Colon e Cristoba! 
THE CHASE BANK: Paris « 


51 Berkeley Square -« Bush House, Aldwych 
Balboa «+ Offices of Representatives: Mexico, D. F, « Bombay 
Shanghai «+ Hong Kong ~«  Tientsin 

















In this space we shall give you from time 
to time a glimpse of what goes on behind the 
scenes in assembling each week the first week- 
ly newsmagazine in America to be devoted 
wholly to world affairs. 

* x, ** 

To acquaint you, at the outset, with our 
personnel. The Executive Editor who has the 
administrative responsibility for all our 
newsgathering, is Lloyd Lehrbas. In the midst 
of the bombing of Warsaw in 1939 he wrote for 
the Associated Press the first eye-witness 
story of World War II for which he received 
honorable mention from the Pulitzer Prize Com- 
mittee. Before that he covered the Department 
of State for the A.P. and was sent abroad on 
assignments in Europe, Asia and South America. 
In 1942, he donned a uniform and soon became a 
colonel on the staff of General MacArthur, 
serving as personal aide from the time Mac- 
Arthur established headquarters in Australia 
and all through the New Guinea and Philippine 
campaigns until the end of the war. 

3k 1 K 

Our Associate Editor is Russell Willson who 
has just retired from the Navy with the rank 
of Vice Admiral. He was deputy commander in 
chief under Admiral King and since January, 
1943 served as one of the principal advisers 
to the U.S. Joint Chiefs of Staff for whom he 
wrote important surveys on current interna- 
tional problems. He attended the Dumbarton 
Oaks and the San Francisco conferences as a 
member of the U.S. delegation that drafted the 
Charter. His full-time job with us is to write 
analytical studies on world problems. 

aS *k 7k 

Our news editors for the European, Far 
Eastern and Pan-American areas respectively 
are Charles Foltz, Jr., who for many years was 
a bureau chief for the Associated Press in 
Europe, Charles H. Kline, who did important 
assignments for the A.P. in Europe and in 
Asia, and Clark H. Galloway, until recently 
a colonel in the Military Intelligence spe- 
cializing in Latin-American affairs and before 
that a trained newSpaperman active in various 
important assignments. We'll tell you about 
the other members of the staff next week. 

We hope you like this first issue and the 
others to follow. Give usS your comments, 
favorable or unfavorable, so we may be aided 
by your suggestions. 
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SUNSET LIMITED | 
48 hours, New Orleans-Los Angeles! 


Starting June 2! Fastest train time in his- 
tory between the Creole City and Los Angeles 
—Southern Pacific all the way. Romantic Sun- 
set Route through the Old South, Texas, New 
Mexico (Carlsbad Caverns National Park), the 
Mexican Border country and the guest ranches 
of Southern Arizona. No extra fare. Popular 
Argonaut will be faster, too. 


CASCADE Now! Faster than pre-war 

—only 18% hours (practically overnight) be- 
| tween Portland and San Francisco. This luxu- 
rious, solid Pullman train connects with north- 
ern U.S. and Canadian transcontinental lines. 
No extra fare. The Beaver, Shasta Route econ- 
omy train, is faster than ever, too. 


S-P 
The friendly 
Southern Pacific 


O.P. BartLerr, Passenger Traffic Manager, 
310 So. Michigan Avenue, Chicago, Illinois 
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GOLDEN STATE LIMITED 
49 hours, Chicago-Los Angeles! 


Starting June 2! Fastest non-extra fare 
schedule in history between Chicago and Los 
Angeles, daily on the Golden State Route (Rock 
Island-Southern Pacific) through E] Paso (Carls- 
bad Caverns National Park), the Mexican 
Border country, New Mexico and Southern 
Arizona. The Golden State Limited will have 
streamlined Pullmans and chair cars between 
Chicago and Los Angeles, and streamlined 
Pullmans between St. Louis and Los Angeles. 
The Californian, Golden State Route economy 
train, will be faster, too. 

Plans are under way for a brand new custom- 
built, extra-fare streamliner on the Golden 
State Route. When completed, it will provide 
luxurious 39°4-hour service between Chicago 
and Los Angeles. 








FOUR SCENIC ROUTES 
TO CALIFORNIA 











FOUR SCENIC ROUTES TO CALIFORNIA 


Go one way, return another—SEE TWICE AS MUCH! 





OVERLAND LIMITED 


49 hours, Chicago-San Francisco! 


Starting June 2! Fastest non-extra fare 
schedule in history between Chicago and San 
Francisco, daily on the Overland Route (North 
Western-Union Pacific-Southern Pacific)— 
shortest and fastest route between the East and 
the Golden Gate. Over the spectacular High 
Sierra by daylight both ways. Over the Rockies, 
across Great Salt Lake on famed Lucin Cause- 
way, through Reno. The Overland Limited will 
have streamlined Pullmans and chair cars, 
will be fully streamlined as fast as possible. 

Streamliner City of San Francisco, luxu- 
rious extra-fare train, will be back on pre-war 
39%4-hour schedule, leaving every three days. 
Pacific Limited and the San Francisco Chal- 
lenger, popular Overland Route economy train, 
also to be speeded up. 





THROUGH PULLMANS 
COAST-TO-COAST! 


Now! Through-Pullman service from 
Coast-to-Coast, on Southern Pacific and 
connecting lines. No more changing 
cars at Chicago. You go straight through 
from New York and Washington to San 
Francisco on the Overland Route, and, 
after June 2, from New York to Los 
Angeles on the Golden State Route. 
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a WARNING 


and a fair 


QUESTION 


The factories of the United States 
can produce far more than our 
own people can consume. 


Are you, Mr. Manufacturer, going 
to neglect the foreign market until 
our home market is saturated with 
goods and then seek foreign out- 
lets? Or are you now going to set 
aside a certain quota of your pro- 
duction for export and thus intro- 
duce your products to foreign 
buyers when the need is so great 
. at the same time lay a solid 
foundation for future business? 























Consult us 


JOHN P. HERBER 


& Company, Inc., 


1411 4th Avenue Building 
Seattie 1, Washington 


IMPORTERS ¢ EXPORTERS 


A PROGRESSIVE EXPORT HOUSE WITH 
WORLD-WIDE CONTACTS. 
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Britain desperately needs a large tourist 
trade to help her meet the $6,000,000,000 
import surplus that she is expected to de- 
velop in the next five years. Shortages 
have forced the Government to defer its 
program to encourage tourists until next 
year. In 1947, however, a campaign will 
be launched. Inducements will include 
low fares on British ships, economical all- 
cost tours and preferences for veterans. 
Britain expects to triple the record num- 
ber of 403,154 visitors in 1937 for the 
Coronation. 
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Intense competition is developing among 
Russia, Britain and the United States for 
Argentine exports. A British trade dele- 
gation has just visited Buenos Aires, pre- 
paring the ground for increased commerce 
with England. A Russian trade mission 
recently arrived, apparently to stay per- 
manently, the members having brought 
their families. Businessmen of the United 
States, meanwhile, are having difficulty 
renewing their contracts with the Argen- 
tine because of disagreement over prices. 
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Only about a fourth of the estimated 750,- 
000 people in Britain who want a new 
car this year will be able to buy one. Pro- 
duction for 1946 is estimated at 400,000, 
but half these will be exported as part of 
the program to rebuild British trade to 
prewar proportions. 
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Australia plans to enter her bid for some 
of the export market in steel products as 
a result of plans to develop the steel in- 
dustry to the extent of $22,750,000. Pro- 
duction will be pushed up to 2,000,000 


‘tons a year, and first-class products will 


be exported. Expansion plans call for con- 
struction of an ore-extraction plant, coke 
ovens, four 12,500-ton ore ships, mecha- 
nization of collieries and development of 
a deep sea port. 
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Retention of Brazilian control over home 
industry will be the keynote of the new 
constitution now being prepared in Rio 
de Janeiro. Trusts and cartels will be pro- 
hibited, but Brazilians will be able to 
operate power plants and mines on a con- 
cession basis. Only native-born Brazilians 
will be permitted to control or direct 
newspapers and publications. 
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Norway is having an increasingly difficult 
time marketing the large yield of cod liver 
oil—a by-product of her fishing industry. 
Experiments are being conducted now to 
determine whether the vitamins can be 















































extracted and put into an “easy to take” — 
form, and the balance of the oil turned 
into a substitute for linseed oil in paint. — 
The development of new vitamin prepar- | 
ations’ in the last few years has cut sharp- © 
ly into the market for cod liver oil. Nor- 
wegian production may cut into the mar- 
ket now held by Argentina. 
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Indicative of the inflation in France is 
the cost of food (not counting vegetables ) 
for a family of four which now is $19.29 
a month, compared to about $9 a month 
last year. This, however, is on the basis 
of present rations. If a normal monthly 
food ration were available, the average 
family would spend about $75 a month. 
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German automobile and truck production 
is being restored in the British occupation 
zone of Germany at a faster tempo than 
in other zones. The Buessing truck works 
at Braunschweig, Volkswagenwerk at Fal- 
lersleben and Hanomag tractor factory at 
Hannover are all in production. During 
1946, output in the British zone will reach 
40,000 cars and trucks and may go as 
high as 70,000. The inter-Allied ceiling 
for all Germany is 80,000 cars and trucks 
a year. 
© 0 Oo 


Australia is planning many types of in- 
duceménts to encourage immigrants. 
British exservicemen and their dependents 
will get free passage to Australia. Other 
British Commonwealth citizens will be 
given part of their passage expenses, and 
inducements will be offered to other na- 
tionalities. 
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For the first time in history Russia will 
produce household conveniences in quan- 
tity, hitherto almost a monopoly of the 
Western World. Russian reconversion is 
putting more consumer goods on the mar- 
ket than ever before, with electric refrig- 
erators now in mass production at a 
former aircraft plant. Production plans for 
1946 call for 80,000 radios, compared to 
a total of 65,000 that exist today in all 
Russia. Other products include 80,000 
Victory watches from the first Govern- 
ment watch factory. 
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It will be some time before sizable ship- 
ments of crude oil, rubber, tin and palm 
oil are resumed from Sumatra. Most of 
the damage was done by the Allied 
scorched-earth policy and the later bomb- 
ing. Political unrest, financial instability 
and lack of equipment and trained labor 
are delaying production. 
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by, SEABOARD 


K¢q The nation’s housewives have their eyes on a gleaming white world. A world 





of wonderful devices that wash the dishes, clean the clothes, freeze the 
goodness in foods, and ‘perform a thousand and one other miracles to help 
America’s families live better! [( Families are buying those wonderful appli- 
ances right now from neighborhood dealers, and they’re buying them in 
a sensible American way—on a budget plan. Financing the purchase of 
appliances is another of the many ways in which Seaboard Finance Company, 
by providing money for every useful purpose, serves American families. 
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STRATOCRUISERS 






























—largest, fastest, most comfortable transport 


airplanes in the world—as queens of their air fleets 


PAN AMERICAN WORLD AIRWAYS 
NORTHWEST AIRLINES — 

AMERICAN OVERSEAS AIRLINES 
SWEDISH INTERCONTINENTAL AIRLINES 
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Early in 1947 air passengers will have the 
matchless thrill of flying in the twin- 
deck Boeing Stratocruiser—first true super- 
transport of the new flight age —“big 
brother” of the world-famed Boeing B-29 
Superfortress. 


SIZE AND COMFORT The Stratocruiser is 
larger than any transport flying today. It is 
the only transport offering a lower-deck lounge 
for passenger relaxation. 


TIME-SAVING SPEED ‘The Stratocruiser is 
miles faster than any transport in operation 
today—cruising speed from 300 to 350 miles 
an hour! 


POWER Four 3500-horsepower Pratt & Whit- 
ney engines power the Stratocruiser. 5200 
horsepower more than any transport now in 
operation! 


SUPERIOR ALTITUDE CONDITIONING 
The Stratocruiser is the only transport capable 
of maintaining sea level cabin altitude to 
153000 feet. Even at 25,000 feet the atmos- 
pheric pressure in the cabin is a comfortable 
6oo0 feet. 


OUTSTANDING PERFORMANCE No other 
airplane approaches the Stratocruiser in com- 
bined range, load versatility and efficient 
performance. With these features go extraor- 
dinarily low operating costs, contributing to 
the lower fares which are placing air travel 
within the reach of all. 


The Boeing Stratocruiser brings to com- 
mercial flight the same skill and experi- 
ence in research, design, engineering 
and manufacture that produced the B-29 
Superfortress, the B-17 Flying Fortress, 
the Pan American “314” Clipper, and 
the Stratoliner. “Built by Boeing,’ it’s 
built to lead. Boeing Airplane Company, 
Seattle, Washington; Wichita, Kansas. 
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FROM THE CAPITALS OF THE WORLD 










































All the Big Powers, despite their outward maneuvering, now are 
concentrating on a basis for peacemaking. This reflects the great need 
to get Europe back in operating order in the shortest possible time. 

It shows a common fear of a clear break among the Big Powers; 
even gives a feeling of progress, however slight and slow. 

Russia doesn't favor doing diplomatic business wholesale, yet dis- 
likes taking the onus for a breakdown; still hopes to gain by bargaining. 

U.S.is showing strength at the conference table; has had closer 
team-work at Paris, but finds that taking the initiative isn't enough. 

U.S. eventually will have to do more to help run Europe. 

Britain is trying to hold on to what she has; to cling to U.S. in 
crisis; to bolster her own weakened Empire by careful pruning. 

France is too weak to exert much power; is occasionally able to 
influence policy as a broker or middleman. 

As matters stand, odds are on the side of further compromises, 
with enough give and take to keep them from being called concession. 


























Looking ahead, one of these courses is to be chosen: 

For co-operation among the Big Powers; the idea of one world 
using world machinery to handle major problems, political and economic. 

For rival blocs, with Russia running Eastern Europe and a big 
share of Asia; with U.5S.-Britain running most of the rest of the world. 

Flare-up over Germany gets to the heart of what the second course 
involves, serves to show how very dangerous is such competition, how 
high each side could bid in an auction for enemy leftovers. 








Important points about Germany that need repeating are these: 
Germany, bomb-damaged and all, now has a real military potential. 
The coal, industry and skills of Western Germany are formidable. 
The farms and minerals of Eastern Germany are assets of strength. 
The Potsdam creation of "four Germanies" hasn't worked out; the 
trend is to an East and West division between Russia and other Allies. 
Far from an empty shell, Germany is taking on the shape of a prize. 

















All political maneuvering isn't being done at conferences..... 

In Europe, this is a far busier election year than in the U.S. 

Russia has vigorous Communist parties working for her in France 
and in a greatly unsettled Italy, where the monarchy now is losing out. 
It's the Communists who campaigned hardest, yet failed to get France 
to adopt a new constitution; they are trying to do better in national 
elections that are to select the next government. 

Italy is to have an election for a constitutent assembly and a ref- 
erendum on the monarchy, with odds favoring a decision for a republic. 

Russia is looking more favorably on the peacetime aspirations of 
France and Italy; is to strengthen the Communist parties in France and 
Italy at a strategic time; is to extend the influence of Russia in areas 

















\ 


(over) 


(No part of this or any other page may be reproduced without written permission) 


Written for the issue of May 23, 1946—Vol. I, No. 1 MAY 23, 1946 ® 7 










LL ELL 


(Continued) 


of Europe beyond the direct control of Soviet armies. These are just 
sample situations; elections are at hand, or soon to come, in the 
Netherlands, Czechoslovakia, perhaps during summer in Poland. 




















































The chances are not too bright that U.S. Envoy, General Marshall, 
will be able to bring about a settlement of China's internal division. 
Chiang Kai-shek, on his side, is determined not to yield the 

extensive autonomy in Manchuria demanded by Communist groups. 

Chinese Communists, on their side, are demonstrating more mili- 
tary ability than had been expected; are making good use of old Japanese 
arms that Russia made accessible to them. They won't give up easily. 

U.S. policy is to support the Government of Chiang, but to con— 
dition big credits and other aid upon his willingness to make an accord 
with the Communists. Russian policy nominally is to back Chiang, too, 
but important indirect assistance is being given to Chinese Communists. 

General Marshall's timetable for unifying China is set back 
severely but isn't yet destroyed. 























Independence for India is to come much slower than expected..... 
India is more misunderstood abroad than all Southeast Asia. 
There's little agreement on anything in India except a general desire 
to be free of British control; religion separates Hindus and Moslems 

as distinctly as the Mississippi River divides the U.S. 

Gandhi, for all his power among Hindus, never has been able to 
deal with Jinnah, his opposite number among Moslems. Jinnah is too 
stubborn. 

Britain's mission of Cabinet Ministers failed to get India's 
leaders to build machinery for self-rulé; now must propose a British 

lan. 
: Whatever the British plan provides, it is certain to be unpopular. 

Chances of selling independence to India by installments are poor. 

The approaching famine is to intensify political agitation; is 
to be felt in most severe form by July, when grain stocks are lowest. 

A crack-up in India is in prospect, with civil war a real 
possibility. 























The world's food troubles are to last quite a while longer..... 

The third quarter of 1946 is to see desperate conditions in much 
of Southeast Asia, inside and outside India; rations in Europe are to 
drop dangerously below a subsistence level. 

Mr. Hoover's idea that the coming wheat harvest will go far to 
ease the crisis may have to be revised because of increasing demands. 

It's too late to plant more wheat for 1946, but the need for 
bread abroad is rising steadily and wheat is substituting for rice. | 

Given good weather, the 1946 harvest is to yield enough wheat to : 
provide a breathing spell, but that may be about all. [ 

Shortage of meats and fats is to extend through 1946 and well 
into ‘'47. 




















spanish and Argentine rulers have new and different worrieS..ee. 

Franco is to get some more pinpricking from an inquiry by the | 
U.N. Security Council; effective action to unseat him is not in sight. 
The small clique that controls Spain behind Franco is still strong. 

Peron is to control Argentina as an elected President, with heavy 
Support in the legislature, but swift inflation may keep him too busy 
with domestic problems to undertake any immediate adventures in 
neighboring nations, such as Uruguay, where he has noisy admirers. 
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1. in 1945, after meeting all their ob- 
ligations, the owners of Union Oil Com- 
pany had a net profit of $8,747,992. Now 
most of us will admit that 83{ million 
dollars is a lot of money. But many of us 
don’t realize that Union Oil’s profits — 
like America’s taxes—are divided among 
a lot of people. 
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4, in other words, whiie Union Oil to- 
day consists of about 154 million dollars’ 
worth of oil wells, refineries, service 
stations, etc., the compdny is owned-— 
and the profits are shared — by ordinary 
Americans like you and your neighbo 
next door. ; 


UNION OIL COMPANY 


2. For Union Oil Company is owned 
not by 1 man or 2 but by 33,938 in- 
dividual Americans ~ enough to make 
acity almost the size of Santa Barbara, 
Calif. Divided among that many own- 
ers, the net profits actually amounted 
to just $257.76 per stockholder. 








5. 76% of these owners live in the 
West-—62 in Spokane, 8 in Grants Pass, 
Oregon, 190 in Bakersfield, Calif., etc. 
2,155 are Union Oil employees. The 
average stockholder owns 137 shares. 


‘Some hold fewer, some more; but the 


largest owns less than 144% of the 
total shares outstanding. 


3. Even this sum wasn’t all paid out in 
dividends. $4,081,722 was left in the busi- 
ness. Dividends paid out—money that actu- 
ally went to the owners — averaged just 
$137.49 per stockholder—$11.46 per month. 
Wages paid out averaged $3,283 per em- 
ployee —$274 per month. 





6. So it is not the investments of a few 
millionaires, but the combined savings of 
thousands of average citizens, that make 
Union Oil —-and most American corpora- 
tions—possible. Without some such method 
of financing heavy industry, Americanmass 
production, with free competition, could 
never have been accomplished. 


Those desiring more complete information on the material 


in this advertisement may refer to the formal Annual Report 
to Stockholders and Employees which we will gladly furnish 


on request. We would also appreciate any comments or sug- 
gestions. Write: The President, Union Oil Company, Union 


Oil Building, Los Angeles 14, California. 
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Truly the land of promise . . . Opportunity Corner is for 
every business looking forward to greater development. Nature’s mountains, plains, rivers and 
ocean combine with skilled minds and machines to make the Pacific Northwest a fulfillment. 
To those modern frontiersmen of business, who wish to push on from dreams to reality ... 
this is your home. 
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A land where apple trees bear twice as much fruit as the 
national average . . . where cows yield 25% more milk... , oe 
where rich acres yield 64% more potatoes .. . 63% more ee eae i ‘ 
wheat, according to Department of Agriculture statistics. . | 










NEBR RIOR ONO ODDO RE DARN nn 









A land where foothills and mountains nestle mines and 
smelters working rich ores . . . where forests yield the nation’s 
largest lumber supply . . . where electric power is abundant 
and cheap . . . where waterways yield rich commercial fish- 
ing and irrigation. 
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A land of pleasant homes and friendly neighbors . . . where 
people are content, skilled, hard-working and intelligent .. . 
where city, village and farm are united in determination 
that the riches of their lands shall go out to help America 
live better. 


Gey 


A land where you can take a relaxing ‘vacation’ every 
week-end . . . where the sea, the mountain beauty, the 
swifting rivers are at your very doorstep . .. a land across 
whose threshold lie the wonders of Alaska, Canada... and 
the Orient. 
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CAN THE CHINESE BE UNITED? | 
THE STRUGGLE FOR DOMINANCE 


Indications are that revolution 


must work itself out. Big 3 


will influence final answer 


A strange drama, vitally important 
to the world, is unfolding in China, 
now that the Japanese have been 
pushed out and Russian forces have 
pulled out. : 

Americans in China are trying to 
assist a nation that at last has a chance 
for a future of its own. There are sur- 
face appearances, at least, that the 
Chinese—given a restored independ- 
ence in a war waged at great cost by 
the United States—will patch up dif- 
ferences among their warring factions. 

Yet, deep down underneath, the ele- 
ments of a broad revolution remain. This 
is the revolution that has been under way 
in China since 1911 and that is tending 
to spread through more and more of the 
world. It is between right, represented by 
property groups, and left, represented by 
peasants and workers. In China, as else- 
where, reconciliation of these two fac- 
tions is found to be difficult without con- 
cessions, which property groups are not 
always ready to make. 

To bring about a unified China is the 
goal of General of the Army George C. 
Marshall, Special Ambassador to China 
from the United States. Four months ago, 
that goal seemed in sight. Now, however, 
General Marshall is having to do over a 
job that appeared once to have been 
well on the way to completion. 

As the map on Page 12 shows, trouble 
has broken out in widely separated areas. 
One of the most dangerous is that north 
of Hankow. In Manchuria, rivalry be- 
tween the Nationalist and Communist 
factions also is intense. There, the Na- 
tionalists expected to take control as soon 
as the Russians left. But they have lost 
their race with the Communists. 

Several miscalculations appear to have 
been made by the Nationalists. 

THEY OVERESTIMATED their own 
ability to get troops to Manchuria quickly. 


Some troops of the Communist Eighth 
Route Army got there first. 

THEY UNDERESTIMATED the long- 
held desire of the people of Manchuria 
for autonomy, and they irritated the Man- 
churians by sending occupation troops 
from the Canton area, who were looked 
upon as “carpetbaggers.” This made it 
easy for Chinese Communist civilians to 
organize the Manchurians under the 
Communist banner. 

THEY ANTAGONIZED the Russians 
by encouraging or permitting a series of 
meetings protesting the failure of the 
Russians to leave Manchuria by February 
2, although two months earlier the Rus- 
sians had been asked by the Nationalists 
to remain. The Russians, before finally 
departing in March and April, made no 
attempt to facilitate entry of Nationalist 


CHINESE COMMUNIST MAO 
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troops and did not prevent some Jap- 
anese arms from falling into the hands of 
the Manchurians. 

As a result of all these miscalculations 
by the Nationalists, the Chinese Com- 
munists and their new Manchurian allies 
now control 70 per cent of Manchuria, 
including Changchun, the capital. 

Meanwhile, some leaders of the Na- 
tionalists: Kuomintang Party attempted to 
repudiate parts of the coalition agree- 
ment made last January. But the Com- 
munists, having acquired a strategic po- 
sition in Manchuria, are refusing to share 
their control with the Nationalists unless 
the original agreement is fully carried out. 
Now, Generalissimo Chiang Kai-shek, 
leader of the Kuomintang, is telling his 
associates publicly that the agreement 
must be respected. 

Strong leverage on the two factions is 
being exerted by General Marshall, who 
is insisting that peace be effected if U. S. 
credits, amounting to $500,000,000 or 
more, are to be made available to China. 
But he is finding that the question wheth- 
er China can be united is closely linked 
with personalities and the clashing forces 
they represent. 

CHIANG KAI-SHEK has built his 
Kuomintang Party around military chief- 
tains and men of power in the landlord 
and business groups. Critics of the Kuo- 
mintang claim that, from its idealistic 
beginning in 1919, it has evolved into 
an agency for protecting power and privi- 
lege, that graft and corruption in its 
ranks are common, and that it uses secret 
police to keep down opposition. They also 
charge that the Kuomintang has blocked 
the development of any real democracy 
in China. Regardless of the truth of these 
claims, the Kuomintang has managed for 
nearly 20 years to dominate the Central 
Government of China. Chiang himself, © 
praised as a hero by some and denounced 
as a fascist by others, led China through 
eight years of war with Japan and still 
commands a wider degree of support in 
China than any other individual. (For a 
biographical sketch of Chiang, see page 
37.) 

MAO TSE-TUNG, Chiang’s opponent, 
is chairman of the Chinese Communist 
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Party, with headquarters at Yenan. He 
has welded together a loyal following 
that, in spite of difficulties and setbacks, 
has kept its identity ever since the break 
between the Communists and Chiang in 
1927. 

The Communist Party, although it 
started out as a replica of that in Russia 
and still uses the hammer-and-sickle in- 
signia has departed widely from the 
Russian policies and appears no longer 
to have any close connection with the 
Communist Party of Russia. The Chinese 
Communists make their strongest ap- 
peal to tenant farmers and rural peo- 
ple, whom they organized as guerrillas 
against the Japanese during the war. 
They advocate free elections, free speech, 
local self-government, more widespread 
land ownership, and reduction of land 
rents, which often run as high as 75 
per cent of the crop. Critics of this 
Party, however, like critics of the Kuo- 
mintang, charge that among its lead- 
ers are men who are interested pri- 
marily in maintaining their own vested 
positions. 

The present struggle for dominance in 
China finds each of the two factions with 
special advantages. 

Chiang and the Nationalists clearly 
have greater military strength. Their 
armies number 5,000,000 men, compared 
with only 1,300,000 in the Communist 
armies. The Nationalists also have bene- 
fited from U.S. Lend-Lease help, from 
training by U.S. military leaders, and 
from the aid of U.S. planes and ships in 
taking over territory surrendered by the 
Japanese. The Nationalists readily agreed 
to General Marshall’s plan for a new, 
unified Chinese Army, composed of 840,- 
000 men, in which Communist divisions 
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GEN. MARSHALL REVIEWS HONOR GUARD 


Task is difficult, his influence indispensable . 
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CHINA’S NEW TROUBLE ZONES 
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would be only a minority and would be 
scattered among the Nationalist divisions. 
If this plan is carried out, the Communist 
Army will lose its identity as a cohesive 
military force and no longer will be a 
threat to the Nationalists. 

The Communists, on the other hand, 
believe they are. stronger politically and 
that, if a free election is held, they can 
win it. They, too, went along with Gen- 
eral Marshall’s plan under which their 
military divisions are scattered among the 
Nationalists, apparently in the belief that 
their soldiers can serve as missionaries 
| among the Nationalist troops 
«.- and convert them to the Com- 
munist cause. Already the 
Communists are claiming that 
some Nationalist troops are 
laying down their arms rather 
than fight against their coun- 
trymen. 

Rivalry inside China thus 
continues, even though the 
full-scale civil war that loomed 
last autumn seems to have 
been averted. It is this deep- 
seated rivalry and the deter- 
mination of each faction to 
come out on top that make 
General Marshall's task so dif- 
ficult. Only the confidence of 
both sides in his integrity 
opened the way for the agree- 
ment that was reached last 
January. Later, during his ab- 
sence in the United States, 
new grounds for dispute arose. 
; Now, once more, his personal 
j influence is an indispensable 
factor as a new solution is 
sought. 

Men with long and _ inti- 
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mate knowledge of China, however, 
doubt that anyone can unite China from 
the outside for more than a temporary 
period. They predict that, as soon as the 
United States withdraws active partic- 
ipation and guidance, China’s factions 
will fall to fighting again. The Chi- 
nese people, as these men see it, even- 
tually will attain unity, but only through 
the people’s own efforts and after the 
fundamental revolution now going on 
has had a chance to work itself 
out. 

Rivalry outside China provides still 
another element of doubt. If Russia and 
the Western Powers split apart, the result 
is certain to be felt in every area where 
their interests overlap. China is one of 
these areas and could be a zone where 
Russia and the United States would com- 
pete directly for power and prestige, with 
trouble always threatening. The Russians 
and the Chinese Communists would find 
collaboration easy, partly because of the 
similarity of name and insignia, and 
partly because the Communists have ac- 
quired a new stronghold in Manchuria 
along the Russian border. Similarly, the 
U.S. easily could gain influence with the 
Nationalists through the extension of mil- 
itary and financial help. The agreements 
made last year by the Russian, Chinese 
and U.S. governments seemingly avoided 
rivalry of this type, but the question is 
whether the letter and spirit of those 
agreements will be observed. 

The ultimate answer, therefore, to the 
question whether China can be united 
probably depends on whether the world 
can be united. And the decision on what 
happens in the world will not be made 
in China, but in Paris, in London, in 
Washington and in Moscow. 
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CHANGING TREND 
IN RUSSIAN TACTICS 


Molotov, at Paris Conference, shifts 


on some demands in Europe, fearing 
U. S.-British defense alliance 


Great Britain, Russia, the United 
States and France at last are moving 
by slow stages of negotiation toward 
a goal that all want to reach—the peace 
treaties. None of the Big Four can 
afford to be without them. 

Postwar conferences at Potsdam, 
London, Moscow and Paris have whit- 
tled away Russia’s bargaining points. 
The price was high for the other nego- 
tiators. But now consultations are 
down to bedrock. Russia is shifting 
ground to avoid the formation of a 
Western bloc against her. 

This is why Soviet Foreign Minister 
Vyacheslav Molotov wavered at the Paris 
conference and made some concessions. 
More concessions are to come if that is 
the price of doing business with the 
Western democracies. 

Gains came to Russia as long as the 
U.S. was willing to bargain to get co- 
operation. 

IN EUROPE, for instance, the Soviet 
satellites of Poland and Yugoslavia won 
recognition. The Balkans are staked down 
tight by the Red Army. German machin- 
ery pours into Russia. 

IN THE MIDDLE EAST, Russia is 
squeezing strategic and economic conces- 
sions from Iran that now establish the 
U.S.S.R. as a power on the doorstep of 
the Arab world. 

IN THE FAR EAST, the Russians 
have a valuable economic foothold in 
Manchuria. 

It could be to Russia’s interest to pro- 
long the postwar controversies by delay- 
ing a settlement only so long as this is of 
political value to European Communist 
parties and only so long as the U. S. does 
not veer away. There are signs that both 
these points have been reached. 

‘Losses began for Russia when both the 
U.S. and the Europeans, faced with 
Russia's resistance to a European settle- 
ment, began to talk of a U.S.-British 
world opposing a Russian world. 

The U.S. delegation, Secretary of 


State James F. Byrnes and Senators Con- 
nally (Dem.), of Texas, and Vandenberg 
(Rep.), of Michigan, advanced two 
startling proposals at Paris. 

The U.S. offered to guarantee that 
Germany, if rebuilt as a unit in Europe’s 
economy, would not disturb the peace or 
rearm for at least 25 years. But Russia 
balked. American delegates in Paris then 
suggested privately that the only course 
for the U.S. was to join Britain in a 
Western alliance against Russia. 

The Europeans are reacting against 
Russia's opposition to a European settle- 
ment. French voters rejected a Commu- 
nist-supported draft constitution. The 
Communist parties of Europe now are 
forced to turn against each other. Com- 
munist parties demand the Ruhr for both 


France and Germany. Communists in 
Yugoslavia and Italy both seek Trieste for 
their countries. Europeans see the dou- 
ble game. 

Concessions from Russia to meet this 
reaction already have begun. In Vienna, 
the Russian authorities now have agreed 
to reduce their occupation costs and give 
oil for Austrian reconstruction. In Paris, 
the Russians have indicated a desire to 
iron out differences on the Italian treaty. 

More concessions may be coming from 
Moscow. 

IN FHE MEDITERRANEAN, Rus- 
sia’s primary objective still is to win con- 
trol of the Dardanelles. If Russia gets 
equality with Turkey in those straits, she 
may give up other claims. 

IN THE DANUBE where both the 
U.S. and Britain want freedom of navi- 
gation, the Russians may let barges other 
than their own engage in profitable trade 
with the West. 

IN GERMANY, which both Britain 
and Russia know may be the battleground 
if peace fails, both may agree eventually 
to more economic unity. 

The prospect is for prolonged and difh- 
cult conferences. But Russia has shown 
her awareness that concessions must be 
made to avoid a divided world during 
the Russian reconstruction period, during 
which Moscow wants help from the West. 
This awareness may make Russia recep- 
tive to U.S. plans for European economic 
reconstruction. 
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SECRETARY BYRNES AND SENATOR CONNALLY IN PARIS 
The American delegation made two startling proposals 
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ANGLO-RUSSIAN CONFLICT SETS 
SOUTH AGAINST NORTH IN IRAN 


Departing Red Army leaves native 
pro-Soviet parties to carry on 
spread of Moscow’s influence 


Northern Iran is now held fast in the 
grip of Russian domination. 

The Red Army, withdrawn from 
wide areas of the country, has left be- 
hind a network of political penetration 
complete enough to give Moscow the 
control once enforced by troops. 

The question now confronting the 
rest of the world is: How rapidly and 
how far will Russian influence spread 
to the South where Great Britain and, 
indirectly, the United States, have stra- 
tegic and economic interests of major 
importance to the world? 

That question is to be answered soon. 
Elections for the next Iranian parliament 
are due this summer. Their outcome will 
show the full scale of Russian influence in 
the North and may furnish a blueprint of 
Iran’s future. 

Russian domination of the next parlia- 
ment is a possibility. Russian strength is 
growing through the Democratic Party in 
Azerbaijan, and the Tudeh (Masses) 
Party in other provinces. Azerbaijan, with 
a local government more friendly with 
Russia than with Tehran, is trying now to 
force her own semi-autonomy from the 
Iranian central Government. Azerbaijan 
and Tudeh Party leaders are determined 
to win a controlling bloc, if not a ma- 
jority, in the next parliament. Present 
indications are that they will do so. 

In terms of world interests, this means 
that the next Iranian parliament may be 
controlled by deputies sympathetic to 
Russia. 

TUDEH first rose to prominence in 
1944 by demonstrating in favor of a Rus- 
sian oil concession. Oil for Russia is still 
its concern, and a russian oil concession 
must be approved by parliament. Tudeh 
newspapers echo Moscow on Soviet inter- 
national policy. Tudeh members carried 
banners of Lenin and Stalin on May Day 
in Tehran. 

When George Bookman, staff corre- 
spondent for World Report, asked a Tu- 
deh spokesman last week if the Party 
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serves Russian interests, he replied with 
a 15-minute tirade against British and 
U.S. actions in Iran. He concluded: “It 
is only natural that the Tudeh Party re- 
gards Russia as a friend.” 

Tudeh is more than a Russian spear- 
head in Iran, however, The Party is back- 
ing a vigorous reform program which has 
won the support of thousands of Iranians. 
It favors reforms in labor laws and land 
tenure. To satisfy Tudeh demands, the 
Government is now proposing a labor 
law which, for the first time in the coun- 
trys history, will outlaw child labor, 
prohibit the use of women in hazardous 
occupations, and recognize collective bar- 
gaining. 

The Party wants free compulsory 
schooling for a country in which perhaps 
90 per cent of the population is illiterate. 
It wants modern medical services for a 
population harassed by malaria, trachoma 
and other ills. 
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AZERBAIJAN LEADER 
Sayed Jafar Pishevari 


Students, workmen, even prominent 
members of old and wealthy families are 
joining Tudeh. The Party claims a million 
followers through affiliated women’s and 
youth organizations. When Iranian work- 
ers and peasants vote this year they will 
be thinking of winning a higher standard 
of living. 

If, as a result of Tudeh victory, Soviet 
Russia gets oil concessions from parlia- 
ment and perhaps offends the Govern- 
ment in Tehran—the Iranian voter who 
votes the Tudeh ticket will see no harm 
in that. 

AZERBAIJAN DEMOCRATS, | the 
Party working closely with Tudeh in the 
northern province, also has a strong do- 
mestic program. Azerbaijan contains a 
fourth of Iran’s population, but it never 
has had anything like a fourth of the 
country’s revenue or provincial develop- 
ment, It never has had a fourth of the 
seats in parliament. Azerbaijan feels it has 
been poorly treated for centuries, and is 
now using forceful pressure to win its 
demands. 

AZERBAIJAN’S ARMY, a provincial 
military organization unrecognized by the 
central Government, is another factor in 
Russian influence. It was organized dur- 
ing the Soviet occupation. There are re- 
ports in Tehran that the Russian forces, 
as they moved about Azerbaijan, left 
tanks, technicians and soldiers in plain 
clothes behind. It is generally conceded 
that, if Azerbaijan manages to keep some 
provincial military power, the Democratic 
Party will win the election there. 

HERO OF TUDEH and other Russian 
sympathizers is Sayed Jafar Pishevari, 
leader of the Azerbaijan Democrats and 
the negotiator for Azerbaijan autonomy. 
Pishevari is an old servant of the Soviets 
who lived in Russia as an exile for many 
years. This stocky, gray-haired politician, 
long known as a Communist, was arrested 
once by Iran authorities but was released 
in 1941 when Russia occupied Northern 
Iran. 

Thus, Russian influence already is en- 
trenched in Northern Iran. Now it is 
moving to the South, 

British stronghold is in the South where 
some Iranians regard the Anglo-Iranian 
Oil Company as being almost a govern- 
ment in itself. Tudeh has_ branches 
throughout the South and Russian con- 
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SOVIET FORCES WITHDRAW FROM IRAN 
The control is now political 


sulates have been opened all along the 
Persian Gulf. 

But unless Tudeh can develop almost 
unbelievable strength in the next few 
weeks, it is not likely that the politics of 
Southern Iran will change very greatly. 
The key factor in the South, as in all of 
Iran, is economic pressure. The peasants 
traditionally vote the way the landlords 
vote. The factory owners of the South 
are backing independent unions which, in 
turn, are fighting Tudeh labor unions. 

The United States now is involved in 
Iran’s bitter politics. The lead taken by 
James F. Byrnes, U. S. Secretary of State, 
in opposing Russian policy in Iran has 
made Iranians bracket the United States 
and Britain together so far as world 
policy is concerned. 

The Tudeh Party attacks as reactionary 
enemies two Americans employed by the 
Iranian Government as advisers. One is 
Col. Norman Schwartzkopf—formerly of 
the New Jersey State Police—who is the 
chief of the Iranian gendarmerie, or po- 
lice. The other is Arthur Millspaugh, who 
resigned recently as financial adviser to 
the Tehran Government. 

Iranian independence can rise or fall on 
the actions the central Government takes 
toward the forces at work within the coun- 
try. That Government is largely a one- 
man affair, tightly controlled by Premier 
Ahmad Ghavam, a tired old man obvious- 
ly worn by the pressures of world politics. 

In outward appearances, Ghavam’s poli- 
cies are pro-Russian. He has the support 
of the Tudeh Party. He has arrested four 
right-wing politicians, two of whom were 
well known as British sympathizers. He 
has closed five anti-Soviet newspapers and 
ousted some right-wing office-holders. 

Ghavam’s closest friends insist, how- 
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ever, that his only desire is to preserve 
Iran from political domination by any 
outside power. Realistically, they point 
out that he holds extensive land interests 
in Northern Iran and hardly could put 
much heart into any plan to deliver this 
section of Iran over to Russia. Typically, 
Ghavam will deal with Azerbaijan in 
negotiations for a degree of local auton- 
omy for that Province. But he has resisted 
all talk of Azerbaijan keeping its local 
Army intact. 

Behind Ghavam is the young Shah. 
They consult regularly but it is impossible 
for outsiders to determine the Shah’s in- 
fluence on the complicated workings of 
Iran politics. 


IRANIAN-RUSSIAN AGREEMENT 


World stakes in Iran fall into two parts, 
oil and strategy. Both enter into current 
concern over Russia's growing influence. 

Iran itself is a country three times as 
large as Texas. It has a population of 
15,000,000, most of whom are poor 
peasants. Beyond that, Iran is the world’s 
fourth largest oil producer. Russia needs 
the oil from the North to offset decreasing 
production in some of her own fields. But 
that accounts for only a part of her in- 
terests. 

STRATEGY is more important than oil 
to both Russia and Great Britain. It is far 
more important so far as the United 
States is concerned. The Empire of 
Britain and the interests of Russia over- 
lap in Iran. Northern Iran is to the oft- 
invaded Russians what Normandy is to 
Britain. Russia remembers that the 
British once invaded her by coming up 
through Iran. They are determined that 
never again will Iran be the gateway for 
invasion. 


Britain will not permit another power 
to get the Persian Gulf ports opening on 
the Empire sea lanes between Suez and 
India. That is why the British are con- 
cerned over the spread of Tudeh to the 
South. The U. S., taking a global view of 
Iran, does not want any single power to 
monopolize the country which is a key 
to the entire Middle East. 

Iran elections will show all three pow- 
ers how Iran is trending. Already, because 
of political infiltration, Russian sympa- 
thies dominate the North. Iranians in the 
South still cling to Britain, but they are 
beginning to criticize past British per- 
formances which many think have been 
handicaps to social progress. The degree 
to which Tudeh’s local programs of social 
advancement manage to win the support 
ot the people thus is to measure the stride 
of Russian influence across Iran from 
North to South. 
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Soviet Ambassador Sadchikov (left) signs for Russia and Ghavam for Iran 
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GERMANS ARE BENEFITING 
BY DIVISION AMONG ALLIES 


Tug of war between victorious powers 
for control enables defeated nation 
to balance one off against another 


A tug of war over Germany is be- 
hind the latest differences between 
Russia on one side and U. S.-Britain 
on the other. 

The two sides are striving for con- 
trol over the German people and Ger- 
man industry. The result is that, within 
one year of her defeat, Germany is in 
the middle, able to begin to play one 


With this much plowland, the Russians 
probably could grow enough food to sus- 
tain a population of 24,000,000, which 
includes Berlin’s 3,000,000. The mineral 
resources, largely of brown coal, are ade- 
quate to provide the bulk of the zone’s 
industrial needs for fuel and power. The 
zones mineral and industrial resources, 
though not as great as those of the Ruhr, 


rather than, as at present, divided among 
the four occupying forces. A revived Ber- 
lin might once again, as it did before the 
war, provide one tenth of Germany’s 
national income, But to most Germans, 
the political significance of Berlin is 
greater than the economic. In the German 
mind, Berlin remains the political and 
spiritual capital of Germany. 

The western zone, though occupied by 
three powers, does not include three 
times the resources of the Russian zone. 
What the western zone can count on is 
two thirds of Germany’s population, to 
the Russian zone’s one third, and some- 
what less than two thirds of the plowland 
and the mineral and industrial resources. 











ally off against another in an effort to 
stage a comeback. 

The Foreign Ministers of the Big 
Powers, meeting in Paris, grappled with 
sthis situation. 

In effect, U.S. and Britain have now 
said that Russian influence has moved as 
far westward in Europe as it is to be per- 
mitted to move without resistance. Russia 
is not ready, on the basis of present signs, 
to accept the limits set by the British and 
Americans, although she indicated a will- 
ingness to forego her claims in the Medi- 
terranean to Tripolitania and to the Do- 
decanese Islands. 

So long as this situation prevails, it is 
recognized that the world, in effect, is 
divided into two parts. The dividing line 
lies along the Elbe River in Germany 
and extends through Austria to Trieste 
in Italy. East of that line, Russia domi- 
nates. West of the line, the Western 
Allies dominate. Instead of one world, 
there are two. 

East and west of the dividing line in 
Germany, where the two worlds are in 
process of creation, two zones are.grow- 
ing to replace the present four. Instead of 
Russian, British, American and French 
zones, into which Germany is now di- 
vided, the trend is toward an eastern 
zone, occupied by Russia, and a western 
zone, occupied by British, American and 
French forces. The accompanying map 
shows how the two zones would look. 

The Russian zone, in a two-zone Ger- 
many, would include about one third of 
Germany's population, but slightly more 
than a third of the plowland and the 
mineral and industrial resources. 
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before the war provided more than one 
third of Germany’s industrial and mineral 
output. Whether the zone still can pro- 
duce at that rate depends on how much 
equipment and how many plants the Rus- 
sians already have removed to Russia as 
reparations. 

In addition, the Russian zone includes 
Berlin. If Germany is permanently di- 
vided into two zones, Berlin presumably 
would become part of the Russian zone, 


This much plowland is expected to pro- 
vide only about half the food needed by 
the 47,500,000 people now in the U. S., 
British and French areas. The rest of the 
food must be imported, chiefly from the 
United States. Mineral resources of the 
western zone, especially the hard coal of 
the Ruhr, normally could fill the hard- 
coal needs not only of all Germany but 
half of Europe, Industrially, if the west- 
ern zone were up to prewar output, it 
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could turn out nine tenths of Germany’s 
very large prewar steel production and 
much of the machinery, equipment, tools 
and chemicals. 

Resources of these two zones would 
not, however, stand by themselves. The 
coal, industry and skills of Western Ger- 
many in a sharply divided Europe pre- 
sumably would be put to the service of 
Western European’ powers, notably 
France, the Low Countries and Great 
Britain. What is to be expected is an at- 
tempt to use German coal and steel to 
rebuild Western Europe into a close-knit 
economic and political bloc. Resources of 
the Russian zone, meanwhile, could be 
fitted into the well-advanced economic 
and political bloc that Russia has been 
building in Eastern Europe, extend- 
ing from the Baltic countries in the 
North clear down to Yugoslavia in the 
South. 

A two-zone Germany, however, is not 
what the victorious Allies planned at 
Potsdam last August. 

At Potsdam, Messrs. Stalin, Attlee and 
Truman carved Germany into four zones, 
stipulating that these were to be tem- 
porary zones for purposes of military oc- 
cupation. As rapidly as possible, the Big 
Three decreed, the four occupying forces 
must arrange to administer Germany as 
an economic unit. 

Throughout the four zones, the Ger- 
man mark was to have the same value. 
Taxes were to be on the same basis. 
Goods were to move freely. Foreign trade, 
on which the hope of German recovery 
depends, was to be revived and expanded 
under centralized policy and control. 
Politically, on the other hand, Germany 
was to remain decentralized until the Al- 
lies judged her ready to become a peace- 
ful, democratic member of international 
society. 

Today, with the Potsdam Agreement 
10 months old, this is the situation: 

The German economy is further from 
unity than it was when the Allies moved 
in. There are no uniform policies on fiscal 
affairs, on prices, on foreign trade, on 
transportation and communication. Eco- 
nomic policies differ by zones. The Rus- 
sians have one set of policies for land, 
banks and industry, the British another, 
the Americans another, and the French 
still another. Policies in each zone reflect 
the economic and political ideas of the 
occupying power. 

As a result, prices, taxes, and food 
rations differ from zone to zone. There is 
little exchange of food and raw materials 
between the zones. Exports, with which 
Germany is to pay for heavy imports of 
food, cotton and other goods, are a small 
dribble, 

German politics, by contrast with the 
German economy, is under strong pres- 
sure for centralization. German Com- 
munists are insisting on a merger of all 
left-wing political parties into one Ger- 
man unity party, a merger already ac- 





complished in the Russian zone. The idea 
is that the numerically inferior but well- 
disciplined Communists then may control 
the merged party and ultimately control 
the central German Government, for 
which Germans everywhere now are be- 
ginning to clamor. 

Pressures for political centralization 
and against economic centralization, ex- 
actly contrary to the Potsdam Declara- 
tion, are aspects of the tug of war among 
the Allies for control of Germany. 

Russia wants control of Germany be- 
cause her old fears of a Western Euro- 
pean bloc are reviving. She interprets 
British interest in the industrial Ruhr as a 
revival of the Chamberlain ambition to 
build a strong Germany against Russia. 

Britain wants control of Germany be- 
cause she fears that a Communist Ger- 
many, dominated by Russia, would force 
Britain out of Europe and cut the British 
Empire life line in the Mediterranean. 

France, unhappy about control by 
either Britain or Russia alone, wants a 
weak Germany. Most of all, France wants 
to nail down permanent Allied control of 
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Germanys Ruhr and Rhineland, which 
in three wars have served as Germany's 
springboard for invading France. Con- 
sequently, France hopes Anglo-Soviet 
differences can be compromised by agree- 
ment on a weak Germany with the Ruhr- 
Rhineland firmly under the Allied thumb. 

U. S. policy to date stands by Potsdam, 
opposes control of Germany by any one 
power, hopes for treatment of both Ger- 
many and Europe as an _ economic 
unit. But U.S. hopes for realization 
of her policy for Germany and Europe 
are at a very low ebb. Now the ques- 
tion is whether to revise U.S. policy 
toward Germany and throw U. S. weight 
on the side of the British against the 
Russians. 

As things stand, the only nation in a 
position to gain is Germany. If the Allied 
split endures and hardens, Allied plans to 
cut German industry in half and move 
plants away can be expected to halt. In 
that event, Germany would retain the in- 
dustrial potential for war. Then Europe, 
split down the middle, would be about 
where it was before 1939. 
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(The Big Powers seem unable as 
yet to return the world to peace. 
Without peace, the talk of a divid- 
ed world and a new war thrives 
once more. To the question: “Will 
there be another war?”, WORLD 
REPORT sought an answer from 
sources highly qualified to give that 
answer on an informed bagis. The 
consensus is given in this report.) 


N ATTEMPTING to answer the question 
| OF whether and when there will be 
another war, it is desirable to consider 
two 15-year periods: 

During the next 15 years, a major 
war would involve at least two of the 
three great powers, with Russia on one 
side and with the United States, the 
British Empire, or both, on the other. 

Factors which tend to bring about 
such a war are: 

(1) The basic conflict between the 
Soviet brand of communism and the 
Western concept of democracy. 

(2) The fundamental long-range 
Russian policy of spreading communism 
throughout the world. 

(3) The companion Russian policy of 
aggressive nationalism, based on her 
new-found power and prestige, and her 
success to date in applying them to her 
aggrandizement. 

(4) The many unresolved and high- 
ly controversial problems of the “peace 
settlement.” 

(5) Russia’s recent record, indicating 
that neither risk of war, respect for her 
commitments, nor regard of national or 
human rights will stand in the way of 
carrying out a course of action consid- 
ered essential to her basic policies. 

(6) The ability of Russia, if it so de- 
sires, to act without reference to the 
popular opposition to war, which in the 
other countries makes an aggressive war 
next to impossible. 

(7) A world situation, which, from 
Russia's point of view, might be inter- 
preted as offering the best foreseeable 
opportunity for forceful expansion in 
the Middle East. 

(8) Lack of effective unity among 
the other great powers. 

On the other hand, there are many 
factors which militate against war. 
Among these are: 


‘ANOTHER WAR?” 


(1) The fact that there is only one 
nation which conceivably might start a 
war, or deliberately pursue a course in- 
volving serious risk of war. 

(2) The world-wide reaction against 
war. 

(3) World-wide exhaustion of the 
physical resources, human and material, 
required for a major war. 

(4) The atomic bomb, as long as it is 
substantially the exclusive possession of 
the Western Powers. 

(5) The spirit, aspirations and in- 
tangible influence of the United Nations 
for peace. 

(6) The fact that, as regards her 
policy of spreading Soviet communism, 
time and peace seem to be working in 
Russia's favor. 

(7) The fact that, as regards her 
policy of aggrandizement, Russia has an 
imposing record of recent accomplish- 
ment, without resort to war. 

(8) The fact that Russia, whatever 
her ultimate intentions, sorely needs 
time and assistance from the other great 
powers to repair her vast war damage, 
to replace her losses, and to develop 
her resources and economy to a state of 
self-sufficiency and prosperity. 

(9) The inability of the Anglo-Saxon 
powers, except possibly by a combined 
all-out effort in the Middle East, to op- 
pose effectively the Soviets by military 
action in any area contiguous to Russia. 

(10) The certainty that the Anglo- 
Saxon powers will exhaust every possi- 
ble means of avoiding war, and would 
resort to war only in case of a potential 
threat to their national existence. 

(11) The inability of Russia to at- 
tack successfully Western Europe, the 
Philippines, U.S. positions in the Pa- 
cific, or the Western Hemisphere—the 


only courses of action which would cer- 


tainly involve her in war with the Unit- 
ed States and the British Empire. 


RUSSIA’S COURSE 


On balancing all of the above factors, 
it would seem that those against war 
substantially outweigh those for war. 
We therefore conclude that during the 
next 15 years: 

Russia, while continuing her present 
aggressive and provocative policy, will 


recede therefrom short of breaking 
away from the United Nations—and los- 
ing that support and co-operation of 
the United States and Great Britain, 
which is essential to her early recovery 
and future development. 

Russia will develop gradually a work- 
able relationship with the other great 
powers and the United Nations, extend- 
ing at least through the critical period 
of her rehabilitation and development. 

Even if Russia should carry her ag- 
gressive policy to the point of breaking 
with the United Nations, the United 
States and the British Empire, she prob- 
ably would do so in areas or under con- 
ditions where neither the United States 
nor the British Empire would find it 
practicable to resort to war. 

While such a break would result in a 
cleavage between the Soviet and the 
Western World, it might well tend to 
postpone the inevitable conflict, since in 
such case more time would be required 
to develop solidarity and self-sufficiency 
among the Soviet group of nations. 

To sum up, we conclude that the 
present period of friction, difficult ad- 
justment, uncertainty and danger will 
continue for some years to come, but 
whether the solidarity of the great pow- 
ers and the United Nations survives, or 
whether Russia breaks off to form a 
Soviet world of her own, there will be 
no major war during the next 15 years. 


THE LONG-RANGE VIEW 


As the second 15-year period begins, 
the world situation will be quite dif- 
ferent. 

We shall find either a divided world— 
Soviet and Western—or a reasonably 
stabilized world within the framework 


of the world organization. In either case, , 


the world will have made substantial 
recovery and Russia in particular will 
have recovered and developed to an 
extent which will enhance its position 
relative to the United States and Great 
Britain. There will be new factors in the 
pattern of world power in the develop- 
ment of France and China, and possiblv 


as regards the positions of Germany — 


and Japan. 
The atomic bomb either will be un- 
der effective international control or it 
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Question Divided Into Two 15-Year 
Periods. Russia’s Course Main Factor 


will be available as a threat and weapon 
on each side of a divided world—a situ- 
ation that would favor Russia as being 
the only power which might use it 
without warning. 

If, at that time, the world is divided 
into two antagonistic camps, it would 
seem inevitable that war will follow 
eventually. On the other hand, if the 
world has stabilized in the pattern of 
the United Nations and the problem of 
controlling nuclear energy has been ef- 
fectively met, there should be great 
promise for a world of peace, security 
and progress. However, we should not 
be overconfident or allow our hopes to 
breed a false sense of security. 

We must realize that the 15-year 
existence of the United Nations will 
have been due as much to the mainte- 
nance of peace, as the maintenance of 
peace has been due to the United Na- 
tions. The three great powers can main- 
tain peace without the United Nations, 
but the United: Nations cannot main- 
tain peace without the three great 
powers. It follows that 15 years from 
now, as at present, the question of war 
or no war will lie with Russia—whether 
by that time she has split the world in 
two, or whether she is a full partner in 
a vigorous and effective United Nations. 

If Russia, during 15 years, remains a 
peaceful, if somewhat difficult member 
of the family of nations, she will have 
recovered from the war and developed 
her resources, industry and economy to 
a point where, with her satellites, she is 
essentially self-sufficient. She will have 
developed a military establishment, with 


the world’s most powerful ground forces, 
air forces second to none, and a sub- 
stantial navy. She will be on at least an 
equal footing with other nations as re- 
gards the atomic bomb. She will have 
maintained her basic policy of spread- 
ing world-wide communism by all prac- 
ticable means short of war. She will be 
at her peak in power, and in a favorable 
position should she make the fateful 
decision to undertake a holy war for 
communism. Will she do that, or will 
she abandon that concept and be con- 
tent to be one of the two greatest pow- 
ers, in a world of peace and security? 


THE CROSSROADS 


The answer will depend on the fol- 
lowing factors: 

The degree of success attained in 
building up the power and self-sufh- 
ciency of the Soviet group of nations. 

The extent to which the United 
States and Great Britain have accepted 
and maintained their primary positions 
as leaders of the Western as opposed to 
the Soviet world, and are prepared to 
act as such. 

The extent to which Germany and 
Japan have been kept under effective 
control and prevented from _ being 
brought into the Russian orbit. 

Whether or not 15 years’ experience 
has shown that the Soviet system can 
actually live and prosper in co-operation 
with the democratic system of the West- 
ern World. 

Whether 15 years of further develop- 
ment as one of the two dominant pow- 
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ers has or has not dulled the Russian 
urge to remake the world in the Soviet 
image; whether Russia, grown older 
and more respectable, may not have 
lost her crusading fire. 

As regards these principal factors, it 
would seem probable that in about 15 
years: 

Russia will have developed a high 
degree of power and self-sufficiency in 
the Soviet World. 

The United States, after considerable 
travail and uncertainty, finally will ac- 
cept and maintain her position as the 
dominant Western power. 

The British Empire will strive con- 
tinuously and diligently to maintain and 
improve her position as a great power 
and her close association with the 
United States. : 

Whatever form of control is main- 
tained over Germany and Japan, they 
will not be capable of major aggression, 
alone or as satellites of Russia. 

The Soviet system will continue its 
trend away from its original concept of 
world revolution, and this factor, to- 
gether with the mellowing influence of 
time, power, prosperity and _ respect- 
ability, will tend to make it possible for 
Russia to be drawn more and more into 
a stabilized and workable association 
with all nations. 


THE CRITICAL FIVE YEARS 


If these estimates are reasonably well 
founded, we may answer as follows the 
question, “Will there be war?” 

Whether or not Russia co-operates 
with the other great powers and the 
United Nations, there will not be war 
between Russia and either the United 
States, Great Britain, or both, during 
the next 15 years. 

If at the end of 15 years, the world 
has divided into a Soviet group and a 
Democratic group, a world war will 
come in the not distant future. 

If Russia co-operates reasonably well 
as a member of the family of nations 
during the next 15 years, while build- 
ing up her power and self-sufficiency, 
the five years thereafter will be a criti- 
cal period. During that time, war or 
peace will depend on how extensively 
time and experience have modified the 
Soviet and Democratic systems and how 
they can be further adjusted to attain a 
workable basis for an organization of 
truly united nations. 

During this critical five-year period, 
and increasingly thereafter, the chances 
on the whole are against world war. 
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RUSSIA’S ROCKY ROAD 
TO ECONOMIC POWER 


Day of industrial parity with U.S. 
is distant. Next 5 years needed 
to rebuild war-devastated areas 


Throughout Russia, managers and 
technicians of the Soviet Union now 
are adapting their programs to the 
Government’s new Five-Year Plan. 
Despite the impressive figures coming 
out of Russia, the Plan shows that the 
U.S.S.R. is not an economic giant now, 
and that she will not be one five years 
hence. 

Industrial progress actually is to be 
much slower in Russia than it was 
during previous five-year plans. Major 
emphasis of the new program is to be 
placed on housing, agriculture and 
transportation. 

The plan declares that Russia’s indus- 
trial output is to increase about 50 per 
cent over prewar levels, but analysis indi- 
cates that the country’s industrial strength 
in 1950, on a per capita basis, will be less 
than one fourth that of the U.S. For 
Russia, big industrial growth is to wait 
until after 1950. 

Slowdown in industrial progress during 
the next five years will be due mainly to 
the need to rebuild the devastated area; 
nearly half the total investment is to be 
used for rehabilitation, which is to be 
completed in 1948. 

The more modest plans for 1950 reflect 
the impact of the war on Russia’s man 
power and machines. In a country that, 
before the war, already was making ut- 
most use of its newly acquired industrial 
capacity, four years of intensive effort 
have drained human and technical re- 
serves. Most output goals are lower than 
those of the Five-Year Plan, 1938-1942. 

IN OIL, the production goal has been 
cut to almost half the 1942 Plan figure. 
Main reason is the lower yield of Baku. 
In 1950, the “Second Baku,” east of the 
Volga, which before the war supplied 
only one tenth of the total output, will 
produce 36 per cent of the 258,000,000- 
barrel goal. Less than 155,000,000 is to 
come from Baku, the North Caucasian 
fields of Maikop and Grozny, and the for- 
mer Polish wells in Galicia. The prewar 
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yield of Baku alone was nearly 176,000,- 
000 barrels. Shortage of drilling equip- 
ment caused the decrease. Russia's total 
oil production in 1950 will be little more 
than one seventh of U. S. output in 1944; 
it was about one sixth in 1940. 

Synthetic oil also figures in the Plan, 
but production will be less than one 
thirtieth that of natural oil and only a 
fraction of Germany’s synthetic output 
during the war. 

IRON AND STEEL production in 
1950 will be little higher than it would 
have been in 1941 without the war. The 
goal is roughly 28,000,000 tons, which 
still is far off Generalissimo Stalin’s figure 
for 1960, when Russia is supposed to 
turn out 66,000,000 tons, or 60,000,000 
metric tons, the usual Soviet measure- 
ment. The plan calls not only for restora- 
tion of prewar furnaces and rolling mills, 
but also for construction of more than 300 
new furnaces and more than 100 rolling 
mills. These new units will begin to pro- 
duce during the following five-year pe- 
riod. At the end of the present Plan, steel 
output per capita will be about one sixth 
that of the U. S. in 1944. 

COAL PRODUCTION is to be raised 
from 182,000,000 tons in 1940 to 275,- 
000,000 tons in 1950. This would be half 
of the goal for 1960. Since the flooded 
mines of the Donetz Basin, which ac- 
counted for more than 50 per cent of 
Russia’s coal before the war, will not be 
in full operation before the end of next 
year, the increase will come from new 
mines in Asia and North Russia. The Plan 
proposes to open new mines with an over- 
all capacity nearly as great as Russia's 
1940 production. These new mines are to 
be operated during the following Five- 
Year Plan. Even if the long-range pro- 
gram is fulfilled, the Soviets in 1960 still 
will turn out 100,000,000 tons less than 
the U.S. produced in 1944. 

ELECTRIFICATION is to help Russia 
get around the unfavorable location of her 
oil and coal. In 1950, output of electric 
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power is to be 70 per cent greater than 
before the war, or little more than one 
fourth of U.S. production in 1944. Big 
water-power works are planned between 
the Urals and the Volga and in the Mos- 
cow and Leningrad areas. 

METAL INDUSTRIES are to be de- 
veloped far above the prewar level. No 
exact figures are given, however, and no 
real progress seems likely until after 1950. 

AUTOMOBILE PRODUCTION is to 
be stepped up to 500,000 units a year, 
mostly trucks—less than one tenth of U. S. 
capacity. A large network of motor routes, 
broader than Germany’s superhighways, 
is planned for the future. As a whole, 
progress in this field is slow in comparison 
with the increase in tank production 
during the war. 

TRACTOR OUTPUT, too, will be rel- 
atively low. Collective farms have been 
promised 720,000 tractors in the present 
production period. In 1940, Russia turned 
out around 200,000 units a year. 

Swift progress is to be achieved in 
housing, agriculture and transportation, 
the sore points in the Soviet economic 
setup. 

HOUSING will take nearly one sixth 
of the total investment for economic pur- 
poses. More than 60 per cent of this total 
will be used for construction, including 
output of building materials and factories. 

AGRICULTURES share is not indi- 
cated in the present Plan. In previous 
plans, it decreased from about one fifth 
to one twentieth of the total investment. 
Now, it is reported to come once again 
close to one fifth. 

MORE AGRICULTURAL PRODUC- 
TION is necessary if food prices are to 
come down. Without a substantial cut in 
prices, in some cases to one tenth of the 
present level, the Soviet Government can- 
not abolish rationing as promised in the 
Plan. At present, Soviet citizens receive a 
minimum diet on ration points at prewar 
prices. Additional food must be bought at 
prices determined mainly by supply and 
demand. Should rationing be: abolished 
before prices come down, wages would 
have to be raised, and this, in turn, would 
upset the financial plan. 

On the eve of the war, Soviet agri- 
culture had not yet replenished the tre- 
mendous loss of livestock brought about 
by collectivization. Grain yield per acre 
hardly had reached 1928-29 levels and 
acreage had increased less than 10 per 
cent, while population had risen nearly 
20 per cent. 

TRANSPORTATION may be the most 
serious problem of all. Upon its solution 
depends the realization of every other 
project. About one quarter of the total 
investment is earmarked for transporta- 
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tion. The prewar transport bottleneck was 
tightened by four years of war. It has been 
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made worse by the opening up of distnt | Umited States 


areas. In 1939, the average traffic load per 


Soviet 
mile of track was nearly three times as 
heavy as in the U. S. The railroads, which O U T QR U T GO ALS 
carried more than nine tenths of the pre- ' 


war traffic, are to receive 472,000 new (Annual production of peak years) (Annual average by 1950) 


freight cars, thanks to the introduction of 
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assembly-line methods in the car shops at 
Nizhni Tagil in the Northern Urals—a 
new departure for which there is no prec- 
edent abroad. Locomotive production 
during the current Plan period will be 
little higher than it was to be under the 
previous plan. The five-year total will be 
less than one tenth of U.S. production 
in 1929 alone. 

International trade will benefit from 
the slower industrial tempo. Russia’s de- 
pendence on foreign copper, rubber and 
tin is likely to increase. Machines, the 
largest import item in 1939, will figure 
even more prominently in the import plan 
for the next five years. 

EXPORT PLANS have not been made 
public, “ — ae _ — for 
increased shipments of wood, furs and 
manganese. In view of Russia’s import POWER 
needs, exports may be greater than before Millions of 
the war. Cotton fabrics, which, next to Kilowatts 
wood, wheat, petroleum products and 
furs, ranked fifth among export goods, may 
take part of the market lost by Japan. To- 
ward the end of the present Plan, raw cot- 
ton too may be a substantial export item. 

Military expenditures are not included 
in the economic plan. A large part of the 
general budget is set aside for national 
defense. The slower progress of Soviet 
industry, however, is unlikely to add 
considerably to the mechanized power 
of the Red Army. Since the Urals, the 
Ukraine, the Moscow and Leningrad areas 
| and Western Siberia will continue to be 
| the main industrial strongholds, Russia, 

despite the projected increase of her “de- 
fensive power, remains almost as vulner- 
able as she was in 1941. 

Fulfillment of the Plan, moreover, is by 
| no means certain. Previous plans in many 
respects fell short of established goals. 
Five-year plans are not statistical yard- 
sticks. They contain an element of propa- 
canda and give the public an idea of 
vastness and power, which contrasts with 
the picture of a free-enterprise economy 
with its many independent ventures. 

Conclusions reached from the Plan 
show that the day still is far away when 
Russia will be on a par, industrially, with 
the U.S., now the only nation that ex- 
ceeds her as a world power. For the years 
immediately ahead, Russia is to be pre- 
occupied with the restoration of her farm- 
ing, housing of her people and building 
up of a transportation system to handle 
the industrial expansion she sees far in the 
future. It becomes apparent that peace 
with the world is essential to Russia for 


years to come, if she is to attain the eco- U.S.A. QUTPUT : SOVIET erey:) BS 


nomic strength for which she plans. Copyright, 1946, by World Report 
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HOW 3 MEN 


CONTROL 


FOOD FOR MILLIONS 


Briton, Canadian and American 
on Combined Food Board divide 
supplies among hungry peoples 


The job of dividing the world’s scarce 
food among the world’s starving mil- 
lions is concentrated, almost by acci- 
dent, in a little-known board of three 
men. The Combined Food Board, a 
going concern set up by the U. S. and 
Britain during the war, now has the 
urgent and impossible task of provid- 
ing enough food to meet the minimum 
needs of a world at peace. 

But damage to crops by war and 
weather has left the Board far less 
food to parcel out than is needed to 
prevent starvation. Its decisions thus 
carry a verdict of life or death for 
those people, allies and former enemies 
alike, who are confronted with famine. 

Membership today in this vital inter- 
national organization is as exclusive as it 
was in wartime. No new men have been 
added to handle the new and bigger job. 
U.S. Secretary of Agriculture Clinton P. 
Anderson, British Food Mission Chief 
Maurice I. Hutton and Canadian Min- 
ister of Agriculture James G. Gardiner 
are the only members. 

U. S.-British domination of the Com- 
bined Food Board does not meet with 
favor in other countries. Suggestion has 
been made that the new United Nations 
Food and Agriculture Organization take 
over the Board’s work. Herbert Hoover 
wants a brand new agency created to do 
the job. Herbert Lehman, retired director- 
general of the United Nations Relief 
and Rehabilitation Administration, urged 
Combined Food to take in Russia and 
other countries. But more members might 
mean less agreement, less action. 

POWER of the Board is apparently 
small. Technically, all it can do is recom- 
mend to nations with food to export how 
best to distribute it among those who 
have none. All countries are supposed to 
follow Board decisions on an honor sys- 
tem. Actually, the Board’s authority is 
great. Almost 50 countries send a yearly 
average of 40,000,000 tons of food to 
more than 70 others. 
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REASON for the Board’s effectiveness 
is that its members are from countries 
that control much of the world’s vital 
food. The U. S. and Canada are big grain 
and meat producers. Britain speaks for 
the producing areas of the Empire. So 
other producers tend to go along with 
Board decisions. Hungry nations have no 
choice. 

The world’s food thus is controlled 
largely by decisions of the Combined 
Food Board. It allocates bread grains, 
rice, meat, sugar, fats and oils, dairy 
products and 10 other scarce items. 

COMMODITY COMMITTEES under 
the Board do the real day-to-day work, 
recommend allocations for the Board to 
adopt. Committee membership, originally 
closely limited, now takes in liberated 
nations and chief food producers and 
consumers. Many Latin-American, Euro- 
pean and Far Eastern countries are mem- 
bers. But Russia has not joined. UNRRA, 
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JAMES G. GARDINER 
Food Board’s authority is great 
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HUNGER IN CZECHOSLOVAKIA 
Not enough food for all cups 


with its great demand for world relief, 
is on most committees. 

THE CONSTANT JOB is to lower 
requirements of starving nations and per- 
suade surplus countries to export more. 
Committee recommendations must be 
unanimous, a rule that slows action and 
makes for arbitrary compromises. 

Basic problems. There is simply not 
enough food to go around. So, in a world 
where some must starve, the question 
now is, who? This makes the job of the 
Combined Food Board all the harder. 
Hungry China says former enemies Japan 
and Germany are getting too much to eat. 
Military officials claim troops would be 
in danger if occupied areas got less. India 
says UNRRA countries fare too well. 
UNRRA complains that it gets too little. 

INFLATION adds to the difficulty. 
The Food Board has no control over 
prices. Producers of some commodities 
refuse to sell at consumers’ ceiling prices. 

Nevertheless, the Combined Food 
Board, only available clearing house for 
world food, will be kept in existence for 
at least the rest of this year. Its difficul- 
ties are to get worse, not better. It may 
be able to give a little food to everybody, 
but it cannot give enough to all. 
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RULING CLIQUE IN SPAIN 
SEEKS NEW ‘FRONT’ MAN 


Split among Big Powers and people’s 
fear of second civil war aid group 
that is trying to hold on to its power 


Spain is to change what the world 
sees of her Government. 

Another dictatorship, a monarchy, or 
even a fake republic soon may serve 
the clique that helped Hitler. 

Chances are that the change will 
not run deep. The clique that rules 
Spain is trying to appease some of its 
enemies abroad. As long as this can be 
done, the ruling minority behind 
Franco hopes to prevent government 
by the majority. 

The few dominate the many in Spain 
through an economic, educational and 
social clique closed to all save excep- 
tional men, like the millionaire Juan 
March, who made so much money he 
had to be accepted. Most members are 
aristocrats, landowners, bankers and up- 
per middle-class merchants who have 
dominated Spain since Columbus. They 
hire and fire governments. From their 
number are drawn the leaders of the 
Spanish Clergy and the Army. Their 
sons alone can be sure of good educations 
and good jobs. As matters now stand, 
these few still may get their way. 

The United Nations are divided on 
what is to follow Francisco Franco, still 
the front man for the clique. Until this 
division ends, or until the Spanish people 
resort to force, the clique plans to stay 
in power. Neither of these two possibil- 
ities is in sight. The Spanish people have 
neither the arms nor the will to launch 
their second civil war in 10 years. 

World stakes in Spain divide the pow- 
ers. Communists say that Britain and the 
U.S. are protecting the Spanish Fascist 
Government. Anti-Communists say Rus- 
sia plans to seize Spain as a western 
anchor for a Red Europe. The truth is 
that each fears the other will win control 
of these prizes: 

STRATEGIC. The mountains and riv- 
ers that crisscross Spain provide an 
ample protection for air bases from which 
planes could range over the Atlantic and 
the Mediterranean. Deep fiords on the 


Atlantic and Bay of Biscay provide per- 
fect hideaways for submarines and sur- 
face raiders. Big guns in Spanish Morocco 
can close the Straits of Gibraltar as ef- 
fectively as Gibraltar’s own guns. Spain 
owns the Balearic Islands in the Western 
Mediterranean and the Canary Islands 
off Africa’s Northwest Coast, both po- 
tential air and sea bases. These interest 
all powers. 





—British Combine 


FRANCISCO FRANCO 
Russia is leading the attack 


POLITICAL. Spain’s influence is felt 
far beyond her borders. Germany tried to 
use a semi-Fascist Spain to influence 
Latin America. Russia would like to use 
a semi-Communist Spain for the same 
purpose. The U. S. and Britain, therefore, 
are watching Spain’s political trends. 

ECONOMIC. Spain and Portugal were 
the main sources of Germany's tungsten 
during the war. Spain’s rich copper mines, 
high-grade iron ore deposits, mercury 
mines and big cork forests are only part 
of the economic stakes in which non- 
Spaniards invested $500,000,000 before 


the war. Britain owns more than half 
this investment. 

LEGAL. A five-nation subcommittee 
of the United Nations Security Council 
now is receiving evidence in New York to 
decide if Spain’s regime is the world’s 
business as a threat to peace or only the 
business of Spaniards themselves. Smaller 
nations consider this a test to determine 
how far the UN can intervene in the in- 
ternal affairs of a sovereign state. Each of 
the big powers would like to be consid- 
ered the champion of the smaller nations. 

Popular opinion is influencing the Brit- 
ish and U.S. attitudes toward Spain. 
Franco Jed the Spanish Army in revolt 
against the Republic in 1936. This revolt 
was successful because Nazi Germany 
and Fascist Italy helped Franco while 
the Republic could get help only from 
Russia. The U.S. and Britain appeased 
Franco to keep him out of the Second 
World War. But Franco’s regime did 
what it could, short of war, to help the 
Axis. Now many Americans and Britons 
remember this and want Franco out. 

No power defends Franco. Division 
comes when the powers try to decide 
what is to follow Franco. 

BRITAIN leans toward Don Juan, the 
Bourbon who claims the throne of his 


_ father, the late Alfonso XIII. Juan’s 


mother is English. Juan himself is pro- 
British. 

RUSSIA wants a Communist Spain. 
There were few communists in Spain 
before the war and there are few now. 
Spaniards don’t like authority, whether 
Communist or Fascist. Russia, therefore, 
would settle for a leftist republic. 

FRANCE would like the exiled Span- 
ish Republicans, who helped Frenchmen 
fight Germans in the underground, to 
take power in Spain again. 

THE U.S., confident that Spania:ds 
would choose neither Fascism nor Cou 
munism, .would like free elections in 
Spain, but doesn’t know how to get them. 

FRANCO DEFENDS HIMSELF by > 
playing on these differences among the 
powers. His clique, which supported 
the mass executions of Republicans 
after the Civil Wir, now relies mainly 
on the Falange and economic repression 
to keep the masses in line. 

The Falange, a small band of revo- 
lutionary Fascists before the Civil War, 
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is now a huge organization of jobholders 
who manage Spain’s civil government for 
the clique. They control political educa- 
tion, still use the Fascist salute and teach 
totalitarian methods. Since the collapse 
of Italian Fascism. the Falange member- 
ship, once close to 1,500,000, has dwin- 
dled to about 150,000 militants. These 
still help the clique rule Spain. But the 
clique’s real power is exercised through 
its economic grip on the country. 

ECONOMIC CONTROL of Spain is 
firmly in the hands of the few. More 
than 60 per cent of Spain’s arable land 
is held by a few landlords. Spain’s mines, 
factories and transport are owned by a 
mere handful of wealthy men. These few 
work through their Government to keep 
prices high and wages low. 

PRICES AND WAGES spread so far 
apart that the minority pays from $7 to 
$10 for a good meal while the majority 
earns an average wage of $1.30 a day tc 
support a family. Even Spanish official 
statistics say the cost of living is at 280 
per cent of 1936 levels, while wages have 
risen only 40 per cent. Reliable private 
estimates place the rise at 500 per cent 
for prices and 30 per cent for wages. 
Most of the wage increase is accounted 
for by State-sponsored social security 
schemes that are by no means adequate 
to help hungry workers. 

HUNGER is the natural result of this 
lack of balance between prices and wages. 
While wealthy Spaniards eat and drink 
better than most Europeans by paying 
fantastic black-market prices, the daily 
diet of great masses of Spaniards falls 
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below the 1,400 calories considered neces- 
sary for sustenance. Even farm laborers 
go hungry. 

HOUSING is another vital problem. 
Elaborate Government housing schemes 
have produced only a few model villages. 
Tens of thousands of Spaniards now live 
in caves, while city tenements are badly 
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UN COMMITTEE INVESTIGATING SPAIN 


Oscar Lange, Poland; Henri Bonnet, France; Pedro Velloso, Brazil; 
Paul Hasluck, Australia; Hsushi Shu, China 
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overcrowded. Disease, particularly tuber: 
culosis, spreads quickly among Spain’s 
poor. 

The attack on Franco is being led by 
Russia. Russia’s satellite, the Communist- 


sponsored Polish Government, made the ~ 


original complaint which led to the United 
Nations Security Council's investigation 
of Spain. France supported the move. 
The U.S. and Britain, by approving the 
investigation, showed they had no love 
for Franco. 

Evidence that Franco and his clique 
teach Fascist and Nazi methods is ample. 
They also shelter German Nazis and 
French and _ Belgian  collaborationists 
whom the U.S. and Britain want to try 
for war crimes. Some of these now are 
being handed over in a belated effort to 
appease the United Nations, but many 
still remain. 

The investigating committee may find 
that Franco’s regime is no threat to world 
peace. Spain lacks the resources and 
the laboratory facilities for atomic bomb 
experiments or radar development. There 
is no indication that the estimated 
750,000 troops Franco keeps under arms 
are designed to do anything except keep 
the lid on Spain’s own trouble box. 

A real solution of the Spanish problem 
requires a more equitable division of the 
land, a balance between wages and 
prices, and long-term reforms, such as a 
thorough overhauling of education. Such 
a solution is not now in sight. Bloodshed 
may be avoided if the ruling minority can 
satisfy the U.S. and Britain with a shift 
in political scenery. Violence and even 
civil war may come if the Spanish people, 
embittered by the lack of reforms, turn 
to Russia. 
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HERE ARE THE ADVANTAGES: 


e Quickest route to major markets 


e Most modern and comprehensive carload 
and L.C.L. service 


e Unsurpassed passenger service 
© Abundant industrial power and natural resources 


© Best in labor e Favorable taxes 
For sites and available buildings, get in touch with Pennsylvania Railroad Industrial Agents 


« Good access to major highways 
in Chicago, Indianapolis, Pittsburgh, Philadelphia, New York. 


e A quality as well as quantity market 


ww PENNSYLVANIA RAILROAD 
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OVIET RUSSIA is planning to become a highly 
S industrialized nation with a population of 
250,000,000 by 1965. Out of that number, there 
will be 45,000,000 males of military age. 

This growth of population means that the Soviet 
Union could be the strongest military power in 
the world. It also means that plans to house, feed 
and clothe the 250,000,000 must be made now. 

At the time of Nazi Germany’s invasion of 
Russia (1941), the Soviet Union had a population 
of 178,000,000. 

By the end of 1945, the population had been 
increased to 193,000,000. That figure, an official 
Soviet estimate, takes into consideration Russia's 
births and deaths during World War II and the 


——L—— 


Red Army’s conquests of Estonia, Lithuania, Lat- 
via, Eastern Poland, Bessarabia and Bukovina, and 
areas taken from Finland. 

The estimated population of Europe now, in- 
cluding European Russia, is 700,000,000. 

One of the two main objectives of the Five- 
Year Plan now under way in Russia is “to achieve 
the growth of agriculture and industry producing 
consumer goods, to insure the material welfare 
of the peoples of the Soviet Union and to create 
an abundance of main consumer goods in the 
country.” 

To provide these necessities of life, Soviet Rus- 
sia must meet many new economic problems as 
the population moves up to 250,000,000. 











TO KEEP PRECIOUS 
MEMORIES 
BEAUTIFULLY 


ee » TRUE CARILLON! 


“In a Deagan Carillon we found everything we 
dreamed about and hoped for in a memorial. 

“Day after day we enjoy the satisfaction of 
bringing into the hearts and homes of our 
neighbors the deep, rich beauty of genuine bell 
music, with all of its traditions and symbolism 
—the same music that has stirred the souls of 
men for centuries, lifted by modern technology 
to new heights of tonal purity and loveliness. 

“Day after day we are comforted by the know]- 
edge that our tribute to a soldier son has become 
a living part of the community in which he 
lived and the church in which he worshipped. 


“Day after day we are grateful that we insisted on 
a true carillon—real tubular bells placed in the 
belfry and giving forth their music without distor- 
tion, amplification or artificial build-up of any kind. 
And other than a genuine carillon would be out of 
harmony with the genuineness of our sentiments.” 

The house of Deagan has been serving for more 
than 65 years. All of its experience is available 
to you in the creation of a memorial that will be 
worthy of its hallowed purpose and attuned to the 
feelings that it expresses. Please feel free to ask for 
particulars . J. C. Deagan, Inc., 378 Deagan 
Building, 1770 Berteau Ave., Chicago 13, Illinois. 
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Reported from BUENOS AIRES and supplemented 
by authoritative sources in WASHINGTON 





‘CAN PERON RETAIN 
"HOLD ON ARGENTINA? 


Incoming President must satisfy 


expectations of labor and Army. 
Economic problems may plague him 


Argentina now is to get a dominat- 
ing central Government under an 
elected President, Col. Juan Domingo 
Peron. That Government is to exercise 
close controls on the nation’s economy, 
and it will clash with some traditional 
ideas of private property in Argentina. 

Peron has a free hand in putting his 
far-reaching policies into effect, for 
majorities in both houses of Congress 
are behind him. How he uses his power 
will decide his future and that of his 
nation for years to come, and its effects 
will extend to ‘countries far from Ar- 
gentina. 

His first test will come when Peron 
deals with urgent internal problems after 
his inauguration on June 4. 

Domestic problems are numerous, but 
rising prices are causing the greatest pub- 
lic concern. 

INFLATION was relatively slight in 
Argentina during the war, but now it is 
hitting fast and hard. Bernard S. Red- 
mont, World Report staff correspondent, 
reports from Buenos Aires that food is 
plentiful, but that in the last three months 
prices have increased one third to one 
‘ half. Rentals equal or exceed those in 
U.S. cities. Good clothing is scarce and 
costly. And prices are still going up. 

Wage levels are far below prices, de- 
spite pay increases and bonuses decreed 
in December. Workers are finding it 
harder and harder to live. The military 
Government has failed to control prices. 
The public looks to Peron for protection. 

RISING PUBLIC DEFICITS are 
linked to inflation and to heavy military 
spending. The military Government has 
expanded the Army and has built muni- 
tions plants, military highways and fron- 
tier barracks. Military expenditures last 
year were equal to the entire govern- 
mental income, and five times as large as 
in 1942. Today, the public debt is more 
than $3,000,000,000. 

The reason for the military expansion 
never has been made entirely clear. Peron 


has spoken vaguely of fighting “for the 
glory of the fatherland,” but has denied 
aggressive intentions. Of all Argentina’s 
neighbors, only Brazil is militarily strong; 
and Brazil has given no evidence of 
wanting a war. 

Peron is not expected to reduce the 
Army and therefore must pile up further 
deficits, increase taxes, or finance Gov- 
ernment expenses with paper money. 

TRANSPORTATION is in critical con- 
dition. Railroad rolling stock is old and 
broken down. Many trucks are worn out 
or laid up for lack of tires. Movement of 
crops to market is seriously handicapped. 

Tires are beginning to arrive from the 


ARGENTINE TROOPS PARADE IN BUENOS AIRES 


U.S. and rubber from Brazil, but trans- 
port will be inadequate for some time. 
The public expects Peron to do some- 
thing. 

ARMY LOYALTY is essential to an 
Argentine President; he holds office only 
as long as the Buenos Aires garrisons 
support him. Peron now has Army sup- 
port, but Argentine Army loyalty can be 
volatile. One garrison forced Peron from 
power briefly last October. Another up- 
rising could cost him the Presidency. 

Internationally, major concerns of 
Peron are Argentina's relations with the 
U.S. and her place in the inter-American 
system. 

THE U. S. charged Argentina welched 
on promises to root out Nazis and to 
control pro-Nazi organizations. Argentina 
denied it. Now the U.S. is sending 
George Messersmith to Buenos Aires as 
Ambassador in hopes he can get action. 

The U.S. has sold small quantities of 
surplus arms and equipment to some 
Latin-American countries. More will be 
made available in exchange for those 
countries stocks of European arms. U. S. 
objective is to drive out European influ- 
ences and to standardize hemisphere de- 
fense forces on U.S. equipment and 
methods. 

The U.S. denies this equipment to 
Argentina, and refuses to sign any inter- 
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Military expenditures will continue high 
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AMERICA’S MOST DISTINGUISHED 
: ER y 
AISARETTE HOLDER 4 


Light-weight and sleek. Dura- 
lumin radiator cools smoke, 
condenses and traps irritants 
no mess. Clean 





.no filters... 
—and easy to keep clean. 


rsten Pipe Co., Dept. 313, Seattle, Wash 


rsten Pipe Ltd., Vancouver, B.C., Canada 


































How many of your 
JUNIOR EXECUTIVES 
Speak SPANISH? 


Your company can derive great advan- 
tage in possessing one or several junior 
executives trained to speak Spanish, 
Russian, French or Portuguese quickly, 
easily and correctly by the world-famous 


LINGUAPHONE 
Conversational METHOD 


At home or at the office after hours, one 
or a group can take a complete Lingua- 
phone course in any one of 29 world- 
languages and make progress in an 
amazingly short time 

In business, professions and War Serv- 
ices the unique Linguaphone Conversa- 
tional Method has enabled more than 
one million men and women to speak 
foreign languages. 


* Send for FREE Book 


LINGUAPHONE INSTITUTE 
82 RCA Building * New York 20, N.Y. 


. LINGUAPHONE INSTITUTE 
82 RCA Bidg., New York 20, N.Y. 

Without cost or obligation send me the 
Linguaphone Book. 


Name 





Address 











guage interested 
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American mutual-aid pact with her until 
she has kept her anti-Nazi promises. Thus 
Argentina is barred from joint defense 
plans and cannot get the modern U.S. 
equipment her armed forces want. 

URUGUAY is caught between U.S. 
and Argentine fire. Her traditionally 
democratic Government has been siding 
with the U. S. Now Argentina has refused 
to sell wheat to her, has canceled a 
treaty, and is giving indications of help- 
ing anti-U.S. elements in the coming 
Uruguayan election. 

SOME LATIN-AMERICANS believe 
Peron wants to create an anti-U. S. bloc. 
As evidence, they point to pressure on 
Uruguay, construction of barracks along 
the Chilean border, and close ideological 
ties with the governments of Bolivia and 
Paraguay. Relations with Latin-American 
countries, except Uruguay, are friendly, 
however. 

EUROPEAN relations are satisfactory. 
Trade agreements are in process with 
Russia, Belgium and the United King- 
dom, and a loan of $7,500,000 has just 
been extended to Spain. European coun- 
tries want Argentine wheat and meat and 
Argentine markets. 

The pattern of Peron’s policies has 
been traced in his speeches and by the 
present military Government. His all- 
powerful central Government is to keep 
tight restraints on capital, labor, com- 
merce and culture. , 

FINANCE is to be under the Govern- 
ment’s thumb. The Government recently 
took over control of the Central Bank 
from the commercial banks. Now it has 
decreed that banks cannot lend deposits 
without specific approval of the Central 
Bank. This means that the Government 
not only can control the general flow of 
credit, but also decide on individual loans. 

EXPANSION of the Government- 
owned merchant marine and of air lines 
partly or wholly Government owned is to 
take place. 

LAND DISTRIBUTION is in _ pros- 
pect. Much of Argentina’s rich farming 
country is owned by a few families and 
worked by tenants or low-paid laborers. 
Pressure from tenants and laborers for 
land of their own is strong. Peron is ex- 
pected to yield to it. 

LABOR UNIONS controlled by the 
Secretariat of Labor, which Peron estab- 
lished, have driven the old craft unions 
underground. Working through the Secre- 
tariat, Peron founded the Labor Party, 
his largest bloc of electoral support. He 


is expected to cultivate it in the face of 


opposition from old unions and Commu- 
nists. Further wage increases and social 
security measures may help hold labor in 
line. 

EDUCATION is to be closely super- 
vised. Public schools already are under a 
close check. Now the Government has 
taken over the country’s six large uni- 
versities. Liberal professors are resigning. 








The universities are to teach what the _ 
Government approves. ‘s 

PROTECTION OF INDUSTRY is to 
be a Government policy. Argentine in- 
dustry has expanded greatly since 1935. 
Some of it is to be protected from peace- 
time foreign competition. All-out protec- 
tionism is unlikely, however; Argentina 
must sell meat and wheat abroad, and, in 
return, she must accept imports, chiefly 
manufactured goods. Imports of certain 
types, particularly automobiles and capi- 
tal goods, are to be encouraged, and some 
uneconomical industries may be permit- 
ted to die. 

TAXES are likely to be increased. 

ARMED FORCES are to be kept pow- 
erful, and modern equipment is to be 
sought for them. 

NATIONALIZATION of some basic 
industries, especially foreign-owned en- 
terprises, is expected. Britain and the 
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PRESIDENT-ELECT JUAN PERON 
His problems are numerous and urgent 


U.S., the largest foreign investors, will 
suffer the most. 

INTERNATIONALLY, Peron is to 
seek a compromise with the U.S., full 
participation in inter-American affairs, 
continued good relations with Europe, 
and elevation of Argentina to a place of 
top prestige in Latin America. 

Peron’s success is to depend to a great 
extent on his selection of capable ad- 
visers and his willingness to follow their 
advice, since his education and experi- 
ence have been largely military rather 
than political and economic. With capa- 
ble associates, it is expected that he can 
solve internal problems and carry out 
most or all of his policies. Without them, 
he may snarl up his country’s affairs and 
eventually lose the Presidency, 































World trade still is fettered with restrictions. New shackles are 
forged day by day. U.S. opposes this trend, officially, but is finding 
that the task of breaking shackles is not easy. 
otate trading has penetrated most of Eastern Europe. 
Restrictive trade agreements web Western Europe. 
Import controls are increasing in many Latin-American states. 
British prefer Government-buying monopolies for imports into 
the United Kingdom, and selling monopolies for many Empire products. 
Canada has a Government corporation to handle foreign trade. 
The Dutch have an export-import monopoly for the Indies, but 
are taking steps to end Government-buying missions in the U.S. 

Even the U.S. is not exempt. Export controls, subsidies, high 
tariffs, import quotas, are widely used and signs of easing are few. 
All this adds up to difficulties for small world traders, to 
trouble for the State Department in achieving a wide degree of free 
trade. U.S. is seeking British help to crack this pattern,but the 

odds are against success for approaching world trade conferences. 


























Nationalization of industry will spread further in Britain if 
Laborites have their way. Labor Party follows a trend well advanced in 
Eastern Europe and growing in France, Italy, Argentina, Brazil. 

Coal, radio and cable, steel, and civil aviation industries 
are next after the Bank of England in the nationalization program. 

Electric power, railroads and shipping now are being added. 

These programs will not proceed rapidly. Powerful opposition is 
developing inside Britain and plans still are hazy. 











: Price problems are reappearing in world markets to upset world 
, and U.S. plans for distributing vitally needed materials. 
Dollar price of major U.S. import items will jump as price 
controls are relaxed. Price pressure from foreign producers is growing 
rapidly and is accompanied by threats of sellers’ boycotts. 
Foreign hide producers just forced a 20 per cent rise in U.S. 
buying prices by refusing to sell at established OPA levels. 
Food items, such as coffee and cocoa, also reflect this trend. 
Cuban sugar producers want insurance against rising U.S. costs 
for goods Cuba must buy, if current sugar prices are to continue. 
Foreign producers are grumbling more and more as inflated costs 
squeeze them against controlled U.S. buying prices. OPA is likely soon 
to give way on many imported products. 

















Allocation schemes for scarce foods also face price trouble. 
Combined Food Board, for four years, has been dividing food 
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(Continued) 


supplies, telling nations how much and where to buy. Producers then 
got one price and were happy to have any markets at all. 

Some buying nations now are breaking away from allocations by 
the board and are buying anywhere without quibbling over prices. 

Major difficulty is that the Board has no policing power. 

No peacetime world allocation system promises to be able to 
withstand present scarcity price pressure for very long. The Board is 
supposed to continue to Dec. 3l. (More on the Board on page 22.) 











Famine relief and food allocations may become the province of 
the United Nations Food and Agriculture Organization. Originally, 
this agency was designed as an ivory-tower group to study world 
agricultural and nutritional problems from the long-range view. 

White House now wants Combined Food Board setup changed to get 
more authority and more members. World food agency may fit the bill. 
This is behind Washington food meetings now starting. 








Dollar loans, other than to the French and British, will be scarce 
for a while. U. S. reservoir is temporarily running dry. But trade will 
not be affected. All previous dollar loans have not been drawn down 
and many war-accumulated dollars are hoarded abroad. 

A dozen or more nations are looking for dollar loans. France, 
Italy, Turkey, China, India and Brazil are among the applicants. 

U.S. Export-Import Bank is their big hope, but this Bank now has 
somewhat less than $1,000,000,000 in uncommitted funds. 

France is likely to get from $400,000,000 to $700,000,000. 

Most other countries thus could get only token loans now. 

International Bank loans will not be granted in any important 
amount until next fall, at least. World Bank bonds must be sold first. 

As a stopgap, Congress probably will expand Export-Import Bank's 
lending authority by $1,250,000,000 after British loan passes. 

Even then there will not be too many dollars to stretch into the 
fall. But dollar shortage promises to be temporary. Some day dollars 
will flow overseas ina torrent. 

International Bank's early loans will be mostly in dollars. As 
much as $7,000,000,000 could be outstanding at one time. 

Export-Import Bank will continue to make loans (chiefly to Latin 
America) after the World Bank actually starts big-scale loans. 

So plenty of dollars will be available over the longer term. 
Foreign countries will need them, too, if their imports of American 
goods continue to exceed exports so widely. This drain now runs to 
$2,500,000,000 a year at the present rate and is likely to rise in the 
years immediately ahead. 


























India's application for dollar loans is tied in with promises of 
offering a new, large market for American goods. 

A 15-year plan to increase industrial output calls for textile 
machines, farm implements, power equipment, construction machinery. 

sharp British-American competition is to be expected. Britain 
would grant political independence, but wants to hold Indian trade. 

Dollar exchange now holds up orders from India and, until the 
British loan goes through, India's exchange problem will persist. 














That is another example of the importance of dollars today. 

Dollars are the key to world trade and world-trade policy now. 
They can be used to promote the kind of trading U.S. wants, or withheld 
to block the type of practices that U.S. disapproves. 
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World Commodities 





CLOTHING SHORTAGE 
MAY LAST 2 YEARS 


Millions face another winter in 


rags. Textile famine is causing 


unrest and hampering recovery 


Millions of people all over the world 
lack sufficient clothes and stand no 
prospect of getting more to keep them 
warm next winter. The shortage of 
cheap clothing is so acute that it is 
hindering industrial recovery and pro- 
voking widespread unrest. The situa- 
tion will not be much better even by 
the end of 1947. 

The shortage is most serious in the 
Far and Middle East. Food produc- 
tion has been vitally affected. Farmers 
are refusing to produce because their 
money will not buy the clothes they 
need. In Europe, industries are stag- 
nating. Thousands of persons are using 
old sheets, tablecloths and curtains to 
cover themselves. 

Clothing drives in Australia, New Zea- 
land, Canada and the United States are 
expected to clothe 40,000,000 people. 
The United Nations Relief and Rehabili- 
tation Administration now has $70,000.,- 
000 worth of low-grade clothing which 
will provide for about 5,000,000 people. 
These enterprises, however, will fall far 
short of meeting requirements. 

Clothing scarcity arises from two 
causes. The war smashed the textile in- 
dustry in Japan, once the largest exporter 
of cotton goods. Now the universal lack 
of coal and machinery is preventing the 
revival of cloth production. 

THE FAR EAST needs 2,000,000,000 
yards of cotton cloth a year. Before the 
war, Japan supplied more than half of 
that. But Japan’s 1946 exports will 
amount to 500,000,000 vards or less. Con- 
sequently, countries of the Far East look 
to the United States and India for the 
cloth they need. These two countries can- 
not supply it. 

INDIA now exports about 450,000,00€ 
yards of cotton cloth a year, where once 
she imported. This figure will not be 
maintained, since her huge population 
needs all her production. 

THE MIDDLE EAST is receiving only 


a third of the cloth she imported before 
the war. Only the United States can 
help to fill the clothing bazaars which 
month after month remain’ empty. 
Toward the end of 1946, Italy will be in 
a position to send Middle Eastern coun- 
tries a limited amount of cotton cloth. 
She has a $25,000,000 loan from the 
United States to finance purchase of raw 
cotton. 

EUROPE’S textile industries are all 
but stalemated. France is now producing 
at 50 per cent of plant capacity and 
Belgium at 75 per cent. Germany is to 
receive raw cotton from the United States. 
But the bulk of her cloth industries are 
in Russian-controlled territory. 

RUSSIA has taken over the Silesian 
textile mills in her zone in Germany, and 
controls production of satellite states. 
Much of Russia’s textile industry was 


damaged during the war, but she is re- 
building fast. Next year she may well 
become an exporter of cheap cloth. 

GREAT BRITAIN, second most im- 
portant exporter of cotton goods today, 
now exports about 500,000,000 yards a 
year, less than one third of her prewar 
output. She will not be able to return to 
1938 production until at least the end of 
1947 and then only if she can get the 
necessary equipment. 

LATIN-AMERICAN countries have 
greatly increased cloth manufacture. Co- 
lombia and Argentina now are practically 
self-sufficient. Brazil is able to export 
250,000,000 yards of cotton cloth a year, 
and Mexico 150,000,000 ards. Jf these 
countries can obtain sufficient additional 
machinery they will be able to supply 
their neighbors, and thus release much 
United States cloth for distribution else- 
where. 

THE UNITED STATES is exporting 
about 1,000,000,000 yards of cotton cloth 
a year, three times the prewar figure. 
But the Far East alone needs twice that 
amount, and exports must also be dis- 
tributed to the Middle East and Latin 
America. United States production may 
be increased substantially in 1947 if do- 
mestic economic problems can be solved. 

World exports now total about 2,850,- 
000,000 yards of cotton cloth a year. In 
1947, exports will be up to 4,500,000,000, 
still 1,500,000,000 yards short of prewar 
levels. It will be years before the world 
can produce enough cloth to clothe its 
people adequately. 


Why Clothing iS Short Net Exports of Cotton Cloth in Millions of Yards 
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CANADA CAPTURING MARKETS 
IN LATIN-AMERICAN NATIONS 


By quick reconversion of her industry, 
she has gained a head start over U.S., 


United Kingdom and other exporters 


Canada is making an aggressive bid 
for increased trade with Latin America. 
As the result of her campaign for this 
business, she is to become a competitor 
of the United Kingdom, the United 
States and nations of the European 
Continent. 

Currently, she is working out a ship- 
ping treaty with Mexico, under which 
merchant vessels of the two countries 
will make direct transportation avail- 
able. This treaty bulwarks a trade 
agreement made with Mexico earlier 
this year. Agreements of this type, 
which are coming into effect with 
nearly all other Latin-American coun- 
tries, guarantee most-favored-nation 


treatment to the Dominion. 

Canada’s objective is to boost her ex- 
ports to Latin America to 11 times their 
1938 level. 
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SHIP LAUNCHING IN CANADIAN YARDS 


The spur that drives Canada to Latin 
America for markets is vastly increased 
ability to produce and export goods. Dur- 
ing the war, she made her mines, land, 
men and machines step up production. 
She expanded old factories and built new 
ones. She thus increased her exports from 
$1,081,000,000 in 1939 to $3,550,000,- 
000 in 1944. 

Markets must be found for $1,750,- 
000,000 to $2,000,000,000 worth of ex- 
ports if Canada is to maintain employ- 
ment and income at desirable levels, ac- 
cording to the opinions of Dominion 
economists. 

THE U.S. is expected to continue, in 
the long run, as Canada’s best peacetime 
customer. The United Kingdom, which 
formerly tied sometimes with the U.S. 
for first place in Canadian trade, will be 
unable to approach her prewar purchas- 


Merchant vessels for Brazil will go down the ways 
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Exports of Selected 
Canadian Products 
(Millions of dollars) 

War's 
1939 Peak 
Aluminum and its products 26 129 
Ships and vessels 0 89 
Aircraft 0 107 
Vehicles and parts 26 507 
Electrical apparatus 3 72 
Chemicals (excluding 
explosives ) 24 82 
Fibers and textiles 14 60 
Planks and boards 49 90 
Wood pulp and pulpwood 43 122 
Newsprint 116 =157 
Fishery products 29 64 
Grains and products 127 607 
Beef cattle and meats 51 192 











ing rate unless pending loans from the 
U.S. and the Dominion are approved. 

CONTINENTAL EUROPE will take 
a considerable volume of Canadian prod- 
ucts, but its purchasing power is low. 
Even with the aid of Canadian loans, the 
Continent, for some time to come, is not 
expected to reach and maintain buying 
on a prewar scale. 

CHINA will take some goods, with the 
help of Canadian loans. 

BRITISH EMPIRE units outside the 
United Kingdom are buying less than 
formerly, for the blocking of their sterling 
makes it hard for them to pay for pur- 


’ chases from countries outside the sterling 


bloc. 

LATIN AMERICA, thus, is seen by 
Canadian officials and businessmen as a 
logical and virtually new outlet. Latin 
America has ample dollar credits, which 
Canada could use in her trade with the 
U.S. Latin countries are short of nearly 
all kinds of goods and are having diff- 
culty in getting them. 

Promotion activities in Latin America 
center around Canadian legations. With 
this in mind, Canada has increased great- 


ly her diplomatic representation in Latin 


America. Each legation has a trade com- 
missioner; his duty is to help in the sale 
and delivery of Canadian products. 

Delegations of officials from the Do- 
minion tour Latin America at intervals, 
backstopping resident officials in their at- 
tempts to build business. 

Direct shipping is being established 
not only to Mexico but to countries on 











the East Coast of South America. This 
will speed up deliveries. 

In Ottawa, an Import Division of the 
Department of Trade and Commerce has 
been established. Before the war, Cana- 
da’s exports regularly exceeded her im- 
ports. This lack of balance created credit 
and exchange problems and eventually 
curtailed the ability of foreign customers 
to buy. The new Import Division’s job is 
to stimulate demand in Canada for the 
products of foreign customers. Thus, it 
is hoped to establish a balance between 
exports and imports that will sustain for- 
eign trade on a lasting basis. 

Results of the trade-promotion program 
now are becoming apparent. Brazil is hav- 
ing merchant ships constructed in Ca- 
nadian shipyards. Canadian airplanes are 
selling in Latin America. Canadian news- 
print and wood pulp are in great demand, 
and there are easy outlets for Canadian 
chemicals, whisky, tires, electrical equip- 
ment, heavy machinery, motor vehicles 
and virtually every other type of export. 

Brazil bought $5,599,000 worth of 
Canadian goods in the first quarter of this 
year, more than three times as much as 
in the first quarter of 1945. Exports to 
Mexico rose 20 per cent in the same pe- 
riod, and sales to Argentina doubled. 

At the same time, Canadian imports 
from Brazil increased from less than 
$1,000,000 to $3,000,000. Purchases 
from Mexico rose from $3,400,000 to 
$5,200,000, and imports from Argentina 
increased from virtually nothing to $1,- 
300,000. 

Release of shipping from war duty to 
peace service accounted for a part of 
these increases, but Canadian export 
authorities see in the trade figures proof 
that their work in Latin America is bear- 
ing fruit. 

Canada’s export goal in Latin America 
is $200,000,000 a year, as against $17,- 
000,000 in 1938. Optimists believe she 
can reach that goal relatively soon. 

It is easy now to make sales in Latin 
America. There is a great demand, which 
accumulated during the war, for imports 
of nearly all kinds. Canada is in a favor- 
able position to take advantage of these 
easy sales. Her industry has been largely 
reconverted to civilian production. Her 
production has suffered less from strikes 
than that of the U.S. Industries of the 
United Kingdom, although now making 
goods for export, are still crippled by 
the effects of the war. 

Continental European countries, ex- 
cept Sweden and Switzerland, still are 
rebuilding their industries. Germany and 
Japan, which formerly did big business 
in Latin America, are out of the export- 
ing picture for some time to come. 

Eventually, as other countries hit their 
production stride and are able to pour 
more and more goods into export chan- 
nels, competition in Latin America will 
become keen, and Canada may have diffi- 
culty in holding the gains there that she 


is making now. 
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~ >=; Let New York Central’s Foreign Traffic 
Experts Help Keep Your Imports or 
Exports Moving Smoothly 


_— 
AVE you a foreign trade problem that calls for close team- 
work between sea and rail transportation here and abroad? 

Then let New York Central help you plan the routing, ocean 

bookings, trans-shipment and transportation abroad, through 

bills of lading, customs clearances and other details that add 

up to a smooth movement of your goods all the way. 


This Railroad’s multi-million-dollar port facilities are at 
your service. So is its modern, 11,000-mile rail network that 
links leading Atlantic Coast ports including New York, Boston, 
Montreal, Baltimore and Philadelphia with eleven states and 
two Canadian provinces... and provides convenient connec- 
tions throughout North America. | 


Of special importance under today’s changing trade condi- 
tions, New York Central’s Foreign Freight Traffic Department 
gladly supplies current information gathered from its repre- 
sentatives in the principal markets throughout the world. 


For Modern Aid on Foreign Trade, Contact 
Foreign Freight Traffic Department NEW YORK 


NEW YORK CENTRAL @iiw 


466 Lexington Ave., New York 17,N.Y. Phone: MUrray Hill 9-8000 
Cable: NYCFOREIGN 
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BRITAIN WILL EASE 
MINERS’ HARDSHIPS 


Nationalization expected to raise 


working standards closer to U.S. 


levels in effort to attract labor 


The coal miners of Great Britain are 
demanding better wages, improved 
working conditions and more security 
in the Government-operated pits. The 
degree to which their demands are 
met may control the success of the 
coal nationalization program. 

Unless men can be induced to stay 
in the mines, Britain will lose the coal 
production she needs for industry and 
world trade. 

The Government is to run the coal 
business through an eight-man board of 
experts chosen for their experience in 
mining and labor relations. Because of 
Britain’s urgent need for coal production, 
this board is certain to act promptly on 
many of the miners’ demands. 

Miners’ charter, listing the improve- 
ments wanted, follows: 

MODERNIZATION and sinking of 
new pits is asked to improve working 
conditions in mines. Britain’s coal indus- 
try, operating on a miniature scale com- 
pared with that in the U.S., is slowed 
by old equipment. 

The Government's nationalization bill 
is to provide $600,000,000 for new equip- 
ment which will help raise the one-ton 
daily output of a British miner. The U. S. 
figure is five-and-one-half tons a man 
a day. 

TRAINING. British miners want new 
schools like the Government’s wartime 
mining school in Sheffield, where they 
are paid while learning. Workers them- 
selves now spend part of their $4,700,- 
000-a-year Welfare Fund for 77 mining 
schools. In addition, workers who leave 
the mines because of illness ask pay while 
training for work in another industry. 
This pay would continue until the man 
found a job. 

NEW SAFETY LAWS are demanded, 
to lower the accident rate. Seven men 
are killed in the mining of every two 
million tons of coal. In the U.S., three 
imen are killed mining the same amount. 
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Government ownership of British mines 
is to bring further standardization of laws 
which already go beyond safety regula- 
tions for many U. S. mines. 

COMPENSATION rates under the 
Governments new national insurance 
plan would give an injured worker a 
minimum of $9 a week. If he should die, 
his widow would get at least $6 a week. 

In the U.S., compensation varies be- 
tween States. Ohio gives an _ injured 
worker two thirds of his pay. If he is 
killed, his family gets $7,000. Other 
States give much less. 

WAGES to be fixed permanently at 
a level with other industries are asked. 
British miners, now getting $24 a week 
on the average, compared with the U. S. 
average of $58, receive slightly better 
wages than workers in most other indus- 
tries, because of a wartime working 
agreement. When that expires in 1948, 
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BRITISH COAL MINER 
Demands better conditions 


wages could drop, unless a new guar- 
antee is worked out. 

GUARANTEED WORK WEEK. 
Miners ask continuation of a wartime 
minimum weekly wage, now $20.80, for 
those who come to work, even if there 
is no work to be done. This means, in 
effect, a guaranteed work week. 

A SEVEN-HOUR DAY for under- 
ground workers, a 40-hour week for sur- 
face workers, and a 5-day week for all, 
without loss of pay, are other demands. 
Miners now work a 74-hour day, includ- 
ing a half-hour travel time, and a 54-day 
week. Overtime pay is at the rate of time 
and one third for week days, double time 
for week ends and holidays. 

U.S. miners receive overtime after 
seven hours a day, five days a week, but 
generally work a 9-hour day, six days a 
week. Travel time is paid at an average 
basis of $1.50 a day. The U.S. miner 
who works full time makes $63.50 a week. 

TWO-WEEK VACATIONS with pay, 
plus six legal holidays every year, are 
asked by British miners, who now get 
no paid days off. U.S. miners get $75 
for vacations. 

PENSIONS. The British want pensions 
for men unable to work after 55. As in 
the U.S., the British mining industry 
now has no pension policy of its own. 
British miners want occupational pen- 
sions in additional to any Government 
social security. 

HOUSING. The miners recommend 
Government construction of new livuses 
and mining towns. A “new towns bill,” 
now under consideration, asks $200,000.,- 
000 as a start toward building a number 
of communities at a cost of $76,000,000 
each. 

HEALTH AND WELFARE. Com- 
plete reorganization of health and wel- 
fare services, one of the most urgent 
demands, is one of the most certain to 
receive early attention. 

The miners’ charter is receiving atten- 
tion from the Government now, even 
though it will be some time before the 
full program can be put into effect. At 
present, eight men are leaving the indus- 
try for every new man coming in. Most 
wartime workers, drafted for the mines 
instead of for the armed forces, will leave 
as soon as their period of service expires. 

Drastic mesures are needed to get 
new men into the pits, a circumstance 
recognized by all British Government 
officials. They look to fulfillment of pro- 
visions of the miners’ charter as the most 
effective means of making this appeal. 
The future of British industry depends 
to a large measure on a new attitude 
toward work in the coal mines. 


Uh 





UMI 





Rew 


CHIANG ... 
His goal: 
Chinese unity 


HE MAN THE WORLD SEES as the sym- 

bol of China, Generalissimo Chiang 
Kai-shek, now faces a new crisis in the 
fight to unite his country’s 440,000,000 
people. Either his Government must 
share substantial political power with the 
Chinese Communists or enter into a full- 
scale civil war. 

Although in name the President of all 
China, Chiang (pronounced jahng) is in 
fact President of only half. The Com- 
munists have the rest. 

In the areas of China under the Central 
Government, Chiang’s decisions have the 
force of law. He not only heads the Gov- 
ernment and commands the Army, he 
holds 43 other key posts. Most important 
of these is his position as chief of the 
Kuomintang Party. The Party machinery 
parallels and controls the Government 
down to the smallest village. And it is as 
Party leader, as much as President, that 
Chiang speaks in negotiations with the 
Communists now being mediated by U. S. 
General of the Army George C. Marshall. 

If an agreement can be reached to 
unify China under an all-party coalition 
Government, including the Communists, 
Chiang will be, in fact as well as in name, 
President of all China. The Communists 
are quite willing to accept him as the na- 
tior’s leader, and have been for more 
than a decade. When he was kidnapped 
by the “Young Marshal” Chang Hsueh- 
liang in 1936, they helped negotiate his 
release. 

Popular everywhere, even in areas his 
Government does not now control, Chiang 
was cheered by tens of thousands in a 
recent tour of liberated Shanghai. Illiter- 
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ate peasants, who make up 80 per cent 
of the nation, say he “sits like a mountain, 
moves like a dragon, walks with the sure 
step of a tiger.” This popularity places a 
great burden on his shoulders in the po- 
litical strife that rends the country. 

At 58, the Gimo, as he is known in 
China, lives an ascetic life, does not drink 
or smoke and refrains from tea, taking 
hot water instead. He rises at 5:30 a.m., 
works hard and lives a Spartan life. 

Despite his personal popularity, Chiang 
has few intimates and holds himself 
aloof. His attitude is that of mentor and 
guide. He lectures the easygoing Chinese 
on the Confucian virtues, to which he 
holds firmly despite his conversion in 
1927 to Christianity, which helped him 
win the hand of his Methodist wife. 

Although Chiang pays repeated tribute 
to the democratic ideas of China's George 
Washington, Dr. Sun Yat-sen, he is au- 
thoritarian in his own actions and dislikes 
opposition. His book, “China’s Destiny,” 
emphasizes the Confucian precept: “To 
enable the people to follow but not to 
understand.” 

Professional soldier. Partly, this is a 
result of his military background. Young 
Chiang ran away from school to join the 
Chekiang war lord’s army. Later, he at- 
tended Paotingfu, China’s West Point, 
and the Military Staff College in Tokyo, 
learning in Japan’s politics-ridden Army 
the rough-and-tumble techniques needed 
to rise to the top in China, where politics 
and militarism are intermingled. 

Coalition politics of an intricate nature 
paved the way for this rise and has kept 
him in the forefront since. To seize con- 
trol of the Chinese Revolution in 1927, 
then led by the Russian-advised Left 
Kuomintang, Chiang united militarists 
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GENERALISSIMO AND MADAME CHIANG 
Crowds shouted “LIVE TEN THOUSAND YEARS” 


MOLOTOYV ... 
Stalin’s ace 
negotiator 


with landlords, businessmen, bankers and 
the influential leaders of Shanghai's 
Tongs, or secret societies. 

Chiang understood the other groups as 
well as the military. He came from a 
family of small landowners. During 
World War I, he made and lost a fortune 
as a broker in Shanghai. There he met 
the Tong leaders who dominated great 
areas of business and politics and now 
direct his secret police. 

Conflicts among these groups have 
been continuous, but Chiang always has 
been able to resolve them. During the 
war, the landowners, strengthened by 
control of land taxes and conscription 
machinery, have become the most power- 
ful element. Kuomintang business groups, 
weakened by wartime loss of their fac- 
tories, now look more favorably on coali- 
tion with the Communists, who advance a 
program of agrarian reform that would 
clip the power of the landlords. 

A new coalition of this sort, China’s 
only obvious alternative to civil war or 
anarchy, would be nothing new to China’s 
President. Chiang played a leading role in 
a similar grouping from 1923 to 1927. 
This was a period of ascendancy by the 
Left. Chiang himself studied in Moscow 
then, and his son, who followed, became 
a Communist Party member. 

Despite 10 years of anti-Communist 
warfare after his 1927 coup, Chiang re- 
mained flexible enough to form a united 
front against Japan with the Chinese Red 
Army in 1937. But there was no real 
sharing of political power between Na- 
tionalists and Communists during this 
truce, and it did not last long. 

Whether or not a new settlement can 
be reached now is not yet clear. But it is 
certain that, if one is reached, the new 
coalition that rules China, like the old, 
will be headed by Chiang Kai-shek. 





4 = SIDE OF RUSSIA most often to be 
seen outside Russia is the face of 
one man. He is Vyacheslav Mikhailovich 
Molotov, the 56-year-old Foreign Min- 
ister. It is through him that Josef Stalin 
usually speaks to the world. | 

Molotov now is showing himself to be 
a great deal more than a ventriloquist’s 
dummy. Actually, he is living up to the 
apt name he took at 16 as a young Bol- 
shevik. For “Molotov,” in Russian, means 
“ot the sledgehammers.” 

Molotov is Stalin’s heavy-duty disciple, 
tough, ruthless, and, more important, con- 
sistently effective. He is, for example, the 
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man Stalin trustedand felt was equipped 
to visit Hitler in 1940 and Churchill and 
Roosevelt in 1942, long before Stalin 
met with Chiefs of State from abroad. 

The carefully prepared initiative, the 
skillful concentration and the hard-boiled 
realism of Soviet diplomacy is no postwar 
accident. It has developed gradually, 
much as Molotov has grown in stature. 
However closely Stalin may hold the reins 
of policy in Russia, it is certain that he re- 
lies upon Molotov for advice and prizes 
his ability as a tightfisted bargainer. 

Old Bolshevik. Molotov was born at 
Kukarka (now Sovietsk), near the Volga 
River, the son of a village merchant 
named Scriabin. He refuses to say 
whether he is a nephew of the Russian 
composer of that name. 

At 27, Molotov was a member of the 
Bolshevik Military Revolutionary Com- 
mittee, which directed the revolution. He 
was close to Nicolai Lenin and Stalin in 
the early days of publication of the Com- 
munist newspaper Pravda (truth), when 
the staff went to the office disguised as 
paperhangers, carrying their stories on 
wallpaper to fool the Czar’s police. Lenin 
once underrated Molotov as “Russia's 
best filing clerk.” 

Molotov clung to Stalin in a bitter inter- 
nal struggle with Leon Trotsky and, as a 
reward, became Russia’s Premier in 1930, 
holding that position until 1941, when 
Stalin occupied it himself. Also, Molotov 
was for several years President of the 
Comintern (Communist International). 

Molotov bears a partial resemblance to 
Theodore Roosevelt; is stocky, square- 
jawed, nearsighted and has a neat mus- 
tache. When excited, he takes his pince- 
nez off and puts them on rapidly and 
stammers slightly, yet all the time bluntly 
making his points. He uses an interpreter, 
although he knows much English. He is 
deadly serious in attitude, almost prim, 
and deeply suspicious of his diplomatic 
adversaries. His humor is mild and rare. 

Twenty-five years ago, Molotov mar- 
ried Paulina Zhemchuzhina. They have an 
adopted daughter of 16 and a younger 
daughter of their own. His wife is a slen- 
der, handsome, blue-eyed blonde. She has 
a brother in Bridgeport, Conn., and 
knows the U. S. from her 1936 visit while 
head of the Soviet cosmetics trust. The 
Molotov apartment in the Kremlin ad- 
joins Stalin’s. Mrs. Molotov was a war- 
time factory executive. 

Molotov abounds in Russian honors. 
On his 50th birthday, the cities of Perm 
and Nolinsk became, respectively, Molo- 
tov and Molotovsk. For helping to boost 
tank production in 1943, he wears the 
highest Soviet civilian decoration, Hero of 
Socialist Labor. Now Molotov is one of 
the eight Vice Premiers who form Stalin’s 
inner cabinet, and, since 1926, he has had 
membership in the small, supreme brain 
trust of communism, the Politburo (Politi- 
cal Bureau of the Central Committee of 
the Communist Party). — 


Diplomacy pattern. Molotov’s victories 
in innumerable diplomatic negotiations 
with the U. S., Britain, France and China 
fall into a fairly clear pattern: early cor- 
diality, strong demands, futile and pro- 
tracted discussion and either an eventual 
postponement or a last-minute compro- 
mise that Molotov’s opponents momen- 
tarily are glad to salvage, although it is 
closer to Molotov’s desires than theirs. 

A notable exception occurred in Oc- 
tober, 1943, when Cordell Hull and An- 


‘ thony Eden went to Moscow. For once, 


Molotov’s methods, and, perhaps, his ob- 
jectives, were influenced by sentiment as 
well as realism. This is what happened: 

Molotov met Hull at the Moscow air- 
port with unusual pomp, an eye-filling 
demonstration of the might of the Red 
Army. Hull paused deliberately at the 
outset of the troop review, and said 
through an interpreter: 

“Mr. Molotov, I’m an old man and I’ve 
come a long, long way to show my feeling 
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FOREIGN MINISTER MOLOTOV 
Not a ventriloquist’s dummy 


you will match my sincerity in our talks 
about keeping the future peace.” 

Startled by Hull’s timing and obvious 
emotion, Molotov hastened to reply: 

“Mr. Hull can rest assured that the 
sincerity of the Soviet Union will match 
or exceed his own.” 

From that moment on, Hull felt the 
success of his visit was certain. In the 
end, he came away from Moscow with 
the largest measure of agreement achieved 
up to then; with the first blueprint of the 
United Nations machinery for peace. 

When Hull later addressed Congress in 
the U.S., he refrained from relating the 
airport incident. But he did make a sig- 
nificant point about such things as Molo- 
tov’s efficient arrangement of conference 
business, Molotov’s high order of ability 
and, finally, in Hull’s words, Molotov’s 
profound grasp of international affairs. 
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Nylons are $9 to $30 a pair in Brazil. 
There often is a 2-hour wait for a bus 


Rio DE JANEIRO 
O* A FLIGHT down through Latin 
America now, everyone is surprised 
when he finds U.S. troops at almost 
every fuel stop. Contrary to popular im- 
pression, the people of these countries 
are not unanimously pleased by this sit- 
uation. 

Many feel that the troops should leave, 
now that the war is over. Some troops 
share this feeling, partly out of under- 
standable G.I. griping at their absence 
from home, and partly because of a lack 
of comprehension of their role. The idea 
of bases down here is still not clear to 
them. 

Troops at Antigua, British West Indies, 
for instance, have little to do. They tell 
civilian plane passengers they are “main- 
taining the airfield for the air lines.” They 
built a million-dollar field over a swamp 
and are keeping it in shape as an Army 
base, but only about one Army plane a 
day lands there, generally with mail for 
troops. On the other hand, civilian air- 
line planes Jand at this field three times 
a day and pay only for gasoline, plus a 
$25-a-plane landing fee. 

Reservations for air travel are hard to 
get and generally are booked a month in 
advance, but my plane had only six pas- 
sengers most of the time, with 11 on one 
day, for its 21 seats. Operating personnel 
say mail and cargo keep down passenger 
loads. 

Having reduced fares on flights through 
Latin America, the air lines no longer 
pay for meals on the ground and for hotel 
rooms when planes are delayed. 

Rio de Janeiro is in the throes of run- 
away inflation. It costs an average citizen 
50 per cent more to 
live in Rio than in 
Washington. Import- 
ed U.S. products sell 
here 400 to 500 per 
cent higher, depend- 
ing on the product. 
Cost of shipping, in- 
surance and customs 
duties seldom runs higher than 60 to 100 
per cent. The rest is a high profit margin. 
Most dealers in Rio operate on the prin- 
ciple of slow turnover and high profit on 
individual items. 

Biack markets in surplus goods released 
by U.S. missions in Rio are wide open. 
Brazilians are seen around the lush tourist 
hotels and the downtown business area 





hawking Havana cigars and American 
cigarettes, the latter bearing seals warning 
that they may not be sold except aboard 
ships. Prices are four 
and five times over 
U.S. ceilings. 

The housing short- 
age is the most prom- 
inent problem to 
the Brazilians—even 
greater than the cost 
of living. Some resi- 
dents insist the shortage is artificial, 
that there are all kinds of vacant apart- 
ments. 

In addition, Rio presents the appear- 
ance of bustling construction, with new, 
modernistic buildings going up on almost 
every corner. But much of the building 
is speculative. Builders sell, rather than 
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rent, individual apartments to speculators 
—as early as the blueprint stage. 

Each apartment changes hands rapidly 
during building. As a result, the final rent 
charges are fantastically high. A law that 
apartments must be offered for rental 
within a fixed time after construction is 
completed is circumvented by the tearing 
out of light fixtures, a stove, or some other 
item, so that the apartment is “not yet 
completed.” 

Some construction is flimsy. There’s a 
scandal over the fact that some buildings 
have collapsed, with casualties. Cheap 
cement and bricks are blamed in some 
cases. Many buildings have no reinforce- 
ment or steel skeleton. 

Shortages are commonplace in Rio, in 
some instances being worse than during 
the war. In many metropolitan districts, 
water is shut off four or five days at a 
time. Bread is scarce because of the short- 
age of wheat and flour. Transportation 
is desperate. A citizen of Rio, caught 
downtown during rush hours, often may 
wait in a queue two or three hours before 
getting into a bus or trolley. 

Taxis are even scarcer. A share-the-cab 
type of arrangement, with the destina- 

I don’t know what 


tion marked in white 
paint on the wind- 
shield, helps the sit- ‘ Pe 
uation and cuts costs, § ie 

\ . 

mu 

nylon stockings are 
selling for in the United States now, but 
here they are $9 to $30 a pair. There 
are silk stockings, however, and one pair 


but even cabs of this 
kind are hard to find 
was priced at $2. Brazil produces silk 
and is shipping some now to the States. 





in rush hours. 


50 cents buys a good steak in Argentina. 
White shirts are piled high on counters 


BuENOs AIRES 
i is just beginning to learn 
there’s been a war. Food (and it’s 
extra-special) is plentiful, but prices are 
skyrocketing, and Buenos Aires is now 
enjoying a housing shortage like every 
place else. You just have to spread the 
word that you need a place to live and 
then keep your eyes and ears open. 
Apartments are available to a much 
greater extent than they are in New York 
or Washington. But they come higher, 
especially for apartments suitable to the 
tastes and customs of North Americans. 
Besides, although there is a kind of rent 


control, there is no rent control on new 
buildings. So you see what happens! 

Life for the average Argentino in 
“B.A.” is still perhaps the lushest exist- 
ence in the world. There are few short- 
ages of anything, but inflation certainly 
has walloped Argentinos during the past 
few months, making up for the five years 
during which they've been living in inno- 
cent luxury. 

Dazed Argentinos talk agitatedly in the 
cafes, tramways, subways, in bars and 
homes, not so much about international 
affairs, as of the zooming cost of living. 
That may be old stuff in the States, but 
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of Your Mind 

DO YOU struggle for balance? Are you 
forever*trying to maintain energy, enthusi- 
asm, and the will to do? Do your person- 
ality and power of accomplishment ebb 
and flow—like a stream controlled by 
some unseen valve? Deep within you are 
minute organisms. From their function 
spring your emotions. They govern your 
creative ideas and moods—yes, even your 
enjoyment of life. Once they were 
thought to be the mysterious seat of the 
soul—and to be left unexplored. Now 
cast aside superstition and learn to direct 
intelligently these powers of self. 


Accept this Free Book 


Let the Rosicrucians, an age-old fraternity of 
thinking men and women (not a religion), 
point out how you may fashion life as you want 
it—by making the fullest use of these little-un- 
derstood natural faculties which you possess. 
This is a challenge to make the most of your 
heritage as a human. Write for the Free Book, 
“The Mastery of Life.”” Address: Scribe M.V. A. 
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to people down here it is something new, 
shocking and almost incredible. 

Here are some headlines in the news- 
papers that give you an idea of what it 
means: 

“THE COST OF EVERYTHING HAS 
DOUBLED IN THE LAST THREE 
MONTHS!” 











“THE COST OF VEGETABLES IS 
INCREDIBLE!” 

“THE PRICE OF FRUIT HAS 
GROWN WINGS!” 

“IT IS EASIER TO FIND A NEE- 
DLE IN A HAYSTACK THAN TO GET 
AN APARTMENT!” 

Buenos Aires shop windows are daz- 
zling. You don't have to do any window- 
wishing here. There are no shortages in 
consumer goods, except automobiles and 
a few manufactured articles from abroad. 

Shirts, white or otherwise, are piled 
high on shop counters. Poor ones at 
$1.50, a decent one for $3, and a good 
British shirt for from $5 to $10. 

Anything a wom- 
an desires in hosiery 
—nylons, silk, rayon, 
overflowing in quan- 
tity. It is said, how- 
ever, that they devel- 
op runs in no time. 
Anyway, you can get 
real silk ones for 
$1.75, American nylons from $5 to $7.50 
in all the eye-catching shades. You can 
buy all you want. It’s just come and 
get ‘em! 

Inflation has doubled clothing prices in 
the past three years. Men’s and women’s 
clothes no longer are cheap in the Argen- 
tine, and theyre headed higher. Ready- 
to-wear suits range from $20 to $45, 
tailor-made up to $125. Good shoes, that 
were $2.50, are now $10, despite all the 
leather on the hoof down in the Pampas. 
Women’s dresses are roughly what they 
sell for in Washington or Chicago, but 
smart shoppers can get pretty good dress- 
es in some small shops for $10. 

A haircut is 25 cents and a shave is 
half that price. It costs me $1.12 to have 
my suits cleaned and pressed. And in- 
stead of tipping—abolished by the Peron 
Government to give more dignity to the 
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worker—12 to 15 per cent is added to © 
your hotel bill. 4 

And food! Steaks, thick, juicy, tre- 7 
mendous in size, can be had in the aver- 
age restaurant for 50 cents, and some 
places you can get a good one for 20 
cents. The best hotel in town charges 
you $1. And complete dinners run from 
50 cents up to $5 in the hotels. That 
doesn’t include wine, which nearly all 
Argentinos drink with their meals, but 
wine is fabulously cheap. I’m drinking a 
very good wine at 25 cents a liter. 

The restaurants all have menus a mile 
long and no one has yet said, “Sorry, but 
were out of that.” All have at least 100 
items ready, and some have as many as 
300 things to eat. They pile the bread 
high on the table, give you from 10 to 
15 kinds of steak from which to choose, 
and dish out fruits and vegetables of all 
kinds. I’ve been eating so many steaks 
I feel like mooing at any moment. And, 
with starvation in Europe and Asia, I 
feel a little guilty when they give me a 
dozen scoops of butter on my plate, 
basketfuls of bread and rolls, and all that 
meat! 

Housewives here find prices soaring, 
although they still are lower than you'll 
find in the United States. Beef, for in- 
stance, has doubled in price in recent 
months but is still only 50 cents a kilo 
(which is 2.2 pounds). Argentinos are 
all beef eaters and eat it three times a 
day. In the last three months, pork has 
gone up to 19 cents a pound, bread to 
5 cents a pound. 

I don’t know what you're paying for 
eggs now, but theyre 45 cents a dozen 

os : down here, bananas 
are 24 cents a dozen, 
oranges from 30 to 

37 cents a dozen. 

You can get delicious 

tomatoes and _ spin- 

ach at 10 cents a 
‘ pound, onions a nick- 

el each, apples 6 
cents each, and potatoes at 3% cents a 
pound. How do they compare? 

Prices, of course, don’t mean much 
unless you take salaries and wages into 
consideration. The spread between the 
lowest and the highest wages here—as in 
most Latin-American countries—is terrific, 
even in a country with a relatively high 
standard of living like Argentina. 

The minimum salary considered neces- 
sary for a family of three, on the basis 
of Government studies, is $38 a month. 
That means that the low-paid worker 
(who is in the majority) couldn’t get by 
unless his wife or his son or his daughter 
also worked, at least part time. That’s 
generally the case here. 

And now, off to dinner, where the 
tables groan under the weight of heaps 
of butter; two-inch thick, tender, juicy 
steaks, and it takes you 10 minutes to 
read the menu. Was there a war? Argen- 
tina never heard of it until now! 
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_ HARSH PEACE TERMS AHEAD FOR ITALY 





“+ 


- bs " —Acme 
MUSSOLINI CREATED an Army of 6,000,000 in the 1930s to 
satisfy his dream of a modern Roman Empire. The peace treaty 
probably will reduce Italy’s armed forces to a small police force. 


The Italians are to pay a heavy price for 
their 20-year acceptance of Fascist rule and 
empire-seeking. King Victor Emmanuel III 
has paid with his throne, and on June 2 the 
people vote for monarchy or republic. 
Despite their record as an Allied co-bellig- 
erent and the price they already have paid, 
the Italians must pay more. 
Fundamental differences among the four 
major Allies have made settlement of the 
ptincipal claims against Italy extremely diffi- 
cult. The Peace Conference still to be held 
will set the final price Italy must pay. 
The map of Italy will be changed. Italians 
will live under other flags. Italy’s imperial 
colonies will be shared by other nations. 
Italians for years to come will pay—in taxes, 
reparations, loss of rights and privileges, lost 
trade, lower standards of living. » 2 a a at on 
Pictured here are some of the reasons why — Oe eee — — : 
Italy must pay. UNKNOWN OUTSIDE ITALY, Benito Mussolini (second from 


right) marched into Rome in 1922 and seized power. The 
Fascist Party he founded and led has now been outlawed. 
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—Wide World 


THESE ITALIAN soldiers marched into Albania in 1939. and Greeks. Now those nations seek reparations at the 
Others marched into Ethiopia; fought the British, French forthcoming Peace Conference. 


on 


—Wide World 


ROME DEMONSTRATORS, in 1940, demanded British her territory and colonies. Russia, Britain, France, the United 
and French territory. Now, Italy is to be stripped of some of States take different views of the future of the colonies. 
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—Wide World 


WITH FRANCE DEFEATED and Britain engaged in a_ Hitler sent his bombers. Damage such as this was done to 
death struggle with Germany, Italy invaded Greece and Greek homes and cities. Now Greece wants reparations. 


—Acme —Acme 


CHEERING ITALIANS welcomed the liberating Ameri- Italian Government now pleads for light peace terms based 
can and British forces and gave them some assistance. The on Italy’s fight against Germany after Mussolini’s fall. 
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—Black Star 


ITALY PERMITTED Germany to use Tripoli as a base during 
the war. Now Tripoli will be controlled by the Allies. 


—~International News Photos 


HITLER AND MUSSOLINI paid with their lives for their 
crimes against civilization; Italian people will pay for years. 
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—Wide World 


NOW THESE CHEERS have died away and King Vic- 
tor Emmanuel III has sailed away into exile. 
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CHANGES IN THESE MAPS will be made by the Peace Yugoslavia wants Trieste and some of Venezia Giulia (in 
Conference. France wants the Tenda-Briga area (in blue on blue on insert map), the Big Four want control of Libia, 
large map), Greece and Russia want the Dodecanese Islands, Eritrea and Somaliland. 
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(Here is a personal analysis by a high American 
official of the Allies’ economic plan for Germany. 
That plan, announced recently, proposes to re- 
duce German industry to half its prewar size, 
require German agriculture to support a much 
larger population per acre than ever before and 
give Germany a standard of living about equal 
to that of 1932. 

_ Officially, the United States is committed to 
this economic plan. Individual Americans, how- 


S israne STATES ECONOMIC POLICY with respect to Europe 
is not a unified policy. The U.S. has, in fact, two poli- 
cies that are mutually contradictory. One policy rests on the 
premise that, over and above the humanitarian aim of mini- 
mizing acute suffering, it is in America’s interest to foster 
economic recovery in Europe. The U. S. wants a Europe 
with a living standard high enough to provide a large and 
reasonably steady market for American goods. 

In the interest of peace and its own military security, the 
U. S. wants enough economic stability to permit political 
stability. It wants democratic governments rather than dic- 
tatorships. Thus, its emergency shipments of wheat and coal, 
its contributions to UNRRA, its participation in the Emer- 
gency Economic Committee for Europe, the European Coal 
Organization and the European Central Inland Transport 
Organization, its support of Bretton Woods, its primary re- 
sponsibility for the International Trade Conference next June 
and the granting of low-interest loans. Whether or not these 
efforts are adequate, they are a measure of our deep concern 
in the economic recovery of Europe. 


BOMBED RUINS OF BERLIN STREETS 


The war devastated property and capital equipment 
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ever, have begun to question whether the plan 
will work. Most recently, Gen. Joseph McNar- 
ney, commanding U.S. forces in Europe, has 
publicly admitted doubts about the assumptions 
on which the plan is based. If the plan does not 
work, the policy of the Allies toward Germany 
may have to undergo drastic revision. The 
analysis below was written by one of the Ameri- 
can experts. who has been making a firsthand 
survey of the whole German situation.) 


At cross purposes with this policy is the planned, per- 
manent depression in Germany that the U. S. is creating, in 
concert with the other occupying powers, on the questionable 
assumption that American military security requires the dis- 
mantling of a large part of Germany's industrial capacity. 
The economic consequences of this program cannot be re- 
stricted to Germany. The program now being projected in 
the Allied Control Council will, if carried through, almost 
surely result in a depressed standard of living for the whole 
of Europe for at least a generation. [The projected program 
referred to now has become the Allied Control Council’s 
official four-year economic plan for Germany. ] 

Economic recovery in any event will be slow—much slower 
than generally is assumed by Americans. The war has meant 
an immense destruction of capital equipment, an accelerated 
depreciation of equipment otherwise undamaged and a serious 
depletion of soil fertility. Timber resources have been overcut 
heavily in relation to sustained yield. As regards transport, only 
about one half of the prewar railway rolling stock is usable 
now; probably at least a quarter is wholly lost. A large part of 
the European motor transport is immo- 
bilized by a lack of repair parts, tires and 
petroleum. All Rhine bridges and many 
of the bridges over the Danube, Weser, 
Elbe, Oder, Main and other rivers have 
been destroyed. Great damage has been 
done to harbor installations in French, 
Belgian, Dutch, Italian, Polish and Ger- 
man ports. Many canals are blocked. 

The replacement and repair of the 
war-damaged capital equipment is in 
itself an economic undertaking of the 
first magnitude—comparable only, per- 
haps, to America’s wartime expansion of 
plant capacity. But the U.S. began its 
plant expansion with an industrial struc- 
ture that already was sound and in high 
gear. Its resources, greater than those 
available to Europe, could be mobilized 
by a single government. It had mobility 
of labor on a continental basis. None of 
these advantages is available to the two 
dozen disunited nations of Europe in their 
ae a A task of replacing their capital losses. The 

enna opinion, often heard, that Europe can 

be on a prewar footing within five years 
is uninformed romanticism. 
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- The program for German reparations in industrial plant, 
» as planned by the Allied Control Council, will add enormously 
- to the burden of economic reconstruction. In theory, repa- 
rations in the form of capital goods is merely a transfer of 
wealth from one country to another. In practice, it will mean 
heavy capital losses—a continuation of the wartime process 
of destruction of values. Probably not more than 50 per cent 
of the value of the steel, chemical and heavy engineering 
plants can be recovered in the course of removal. Especially 
is this true in the case of blast furnaces, rolling mills and 
synthetic oil and rubber plants in which immovable installa- 
tions represent a high proportion of construction costs. 

During the period of dismantling, moving and reassembling 
of plants earmarked for reparations—a period of two to three 
years, at least—their potential output will be wholly lost at 
a time when it is most urgently needed. The removals will 
place a heavy burden on crippled transport. Millions of board 
feet of timber needed for housing will be used for crating. 
Skilled labor will be diverted from essential production. New 
technical staffs and new labor forces will have to be developed 
for skilled processes at a time when most of the liberated 
countries already find it necessary to supplement their own 
man power with prisoners of war. 

The reparations program contemplates the removal or 
destruction of all German steel capacity in excess of 7,500,000 
ingot tons. Prewar German capacity was a little more than 
three times that to be left. Seventy per cent of the capacity 
was in the Ruhr, immediately adjacent to the best coking 
coals in Europe. High-grade Swedish ores were shipped by 
water directly to the blast furnaces. A superb network of 
inland waterways served a highly integrated complex of 
coal mines, coke plants, blast furnaces, rolling mills and 
chemical plants using coal by-products. No other area of 
Europe has comparably favorable geographical conditions 
for the production of steel and basic chemicals. When the 
movable plants are shared among perhaps a dozen claimant 
nations, the integrated character of the industries will be 
destroyed and a heavy loss in productivity will be inevitable. 
In light of the foregoing condjtions, the concept of repara- 
tions in the form of heavy industry is, in large degree, illusory. 
(In the case of the removal of antifriction bearing plants, 
machine tools and light engineering works, a large degree 
of recovery of their current economic value is possible and 
the same economic objections to reparations removals do 


not apply.) 
U.S. SUBSIDIES TO THE GERMAN ECONOMY 


In accordance with the terms of the Potsdam Protocol, 
the amount of German industry to be removed or destroyed 
as war potential is that deemed to be in excess of the indus- 
trial capacity sufficient to support, without external assistance, 
a standard of living not exceeding the average standard of 
living in Europe (excluding the United Kingdom and the 
U.S.S.R.). The average European standard of living is not 
otherwise defined in the Potsdam Protocol; for planning 
purposes, it is assumed by the Allied Control Council to be 
the average for the years 1930-38 (Germany excluded). This 
period includes the depression years and the years of mod- 
erate recovery, none of which equalled the standard of living 
attained in the late ’20’s. The European average for the years 
1930-38 is assumed to be roughly equivalent to the German 
average in 1932 (the year in which the Nazis profited most 
heavily from economic discontent). German consumption 
levels in 1932 are, therefore, used as a general, although not 
exclusive, bench mark for planning the future level of German 
industry and for measuring the excess capacity subject to 
removal or destruction. 

Plans for the future level of German industry have now 
been prepared and submitted by the U. S., British and Rus- 
sian members of the Economic Directorate. Though the 
plans differ widely in details, each contemplates that some 
three to five years hence the program of removing or destroy- 
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ing industrial facilities in excess of the permissible level of 
industrial activity will have been completed, and that the 
Germans will be able to employ the industrial facilities and 
agricultural resources that remain to support, without external 
assistance, a standard of living roughly equivalent to their 
1932 standard. 

The representatives of the U. S., a nation fervent in its 
dedication to free enterprise, have, as their paper shows, 
displayed Yankee ingenuity in planning the future German 
economy. The purpose, being a scarcity economy, is the 
obverse of the objective generally aspired to by the propo- 
nents of economic planning, but within the accepted terms of 
reference there is set forth a detailed and well-documented na- 
tional budget of production and consumption which, on paper, 
is in balance. In character, magnitude and proposed speed of 
accomplishment, the program is probably the most ambitious 
example of economic planning yet projected anywhere, and 
Americans can take pride in the fact that the U. S. plan is 
more precise, consistent and less dependent upon unsup- 
ported assumptions than the document submitted by the 
experienced Soviet economic planners. The Russians, who 
under the Potsdam Protocol may claim 25 per cent of the 
industrial capacity to be removed from the three Western 
Zones, propose a more drastic reduction in industrial ca- 
pacity. 

If the U. S. plan proves workable, the U. S. will be able 
to discontinue its current “Lend-Lease” aid to the German 
economy some three to five years hence. (The U. S. subsidy 
to its zone of occupation probably will be in the neighborhood 
of $175,000,000 in 1946. In the first half of the year, essential 
imports are expected to amount to $108,800,000, of which 
$65,000,000 will be for food, $19,000,000 for seed and fer- 
tilizers and $16,000,000 for natural textile fibers. Maximum 
exports are estimated at $20,000,000, leaving a trade deficit 
of approximately $89,000,000. The food imports will be only 
those necessary to maintain an average diet level of 1,550 
calories. The subsidy during the first six months can be met 
from the current War Department appropriation. Beyond 
June 30, a new appropriation by the Congress will be neces- 
sary. Technically, the subsidy is carried as a charge upon 
the future German Government, but, as will be seen later, the 
description of the subsidy as a repayable loan is a euphemism. 
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The British authorities estimate their 1946 subsidy to their 
zone of occupation, which has a larger population—some 
22,000,000 to 24,000,000—will amount to 50,000,000 to 
70,000,000 pounds sterling, or $200,000,000 to $280,000,000.) 

If the plan, however, does not permit sufficient German 
exports to finance minimum essential food and raw material 
imports, the U. S. will be confronted with the painful choices 
of (a) permitting a reduction in the German population 
through starvation, (b) continuing to subsidize the German 
economy, at least in the U. S. Zone, in order to avert starva- 
tion, or (c) backtracking on the Potsdam Protocol by help- 
ing Germany, through loans, to restore capital equipment 
sufficient to permit a balance in foreign trade. For reasons 
discussed below, the workability of the plan is subject to 
grave doubt, and the prospect for one or more of the above 
unhappy choices is probable. 


FOOD IMPORTS PROBABLY ARE 
UNDERESTIMATED 

The advocates of deindustrialization initially proposed a 
corresponding increase in agricultural pursuits in Germany, 
and in popular thinking it still is assumed that an expanded 
agriculture can offset the curtailment of heavy industry: as a 
means of livelihood for the German people. But at Potsdam, 
when the principles of reducing industrial capacity were 
agreed to by the Big Three, a 25 per cent reduction in Ger- 
many's arable land also was accepted. (The cession of terri- 
tory east of the Oder-Neisse line was accepted only pro- 
visionally pending the completion of a peace treaty with 
Germany, but, apart from this nominal reservation, the 
cession is an accomplished fact and is so accepted by the 
Control Council in its planning.) At the same time, the ex- 
pulsion of the population in the ceded territory was agreed 
to. Taking into account also the expulsion of German minor- 
ities from prewar Poland, Czechoslovakia, Hungary and 
Yugoslavia, the forced emigration into the new Germany, 
as estimated by U. S. control authorities, will be between 
10,000,000 and 12,000,000 people. Allowing for the evacua- 
tion of all displaced persons, which is doubtful, the total 
population of the new Germany probably will exceed the 
1939 population of 69,500,000. The framework for the futuve 
German economy is, therefore, not a larger agriculture as an 
offset to a reduced industrial output, but rather a severe cut 
in industrial capacity, plus a severe cut in agricultural ca- 
pacity, plus a larger population. 

For many years the German economy has produced an 
insufficient supply of food and other agricultural products. 
Food accounted for 35.5 per cent of the value of imports 
in 1936. The U. S. plan contemplates that the same total 
annual value of food imports, about 1,500,000,000 Reichs- 
marks at their 1936 value, will be required in the future in 
order to maintain a diet 10 per cent below the prewar diet. 
(In calorie content, the assumed diet will be 2,708 as against 
a 1933-38 average of 2,954 calories, excluding alcoholic 
beverages. In quality, the reduction will be greater—a one- 
third cut in meat and poultry, 41 per cent in fats and oils, 
and 13 per cent in sugar, to be offset by an 18 per cent 
increase in cereal consumption and 27 per cent in potatoes.) 

The Germans will not starve on the contemplated diet. 
But it is difficult to believe that with a 25 per cent cut in 
arable land, and no increase in food imports, that a diet 
equivalent in calorie content to 90 per cent of the prewar 
diet can be achieved. Neither the U. S., British nor Soviet 
plans offer convincing evidence that food production suffi- 
cient to meet this level is attainable. An analysis of their 
estimates suggests the contrary and warrants the view that 
either substantially greater food imports will be necessary 
or that consumption will fall below a level which, in the 
long term, cannot sustain life. 

There is no basis for believing that agricultural produc- 
tion in the new Germany, utilizing probable methods of 
cultivation, can be increased in any important degree over 
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land resulting from the plowing of marginal land, cutover 
forest and airfields and from breaking up large estates. The 
German soil, except in a few small areas, is poor soil and 
is particularly unsuited for cereal production. It is already 
intensively cultivated. German fertilizer consumption per 
acre is normally almost 11 times the U. S. consumption per 
acre, three times that of France, twice the consumption of 
the United Kingdom and Denmark, and is exceeded only by 
that of Belgium and Holland. A further increased application, 
which is assumed, will yield uneconomic returns. 

The U. S. plan assumes that by 1949 the average crop 
yield per acre be brought to 90 per cent of the prewar yield, 
allowance being made for the higher proportion of marginal 
land. The assumption is certainly open to question in view 
of the reduced fertilizer application during six years of war 
and the current famine in fertilizers. It is doubtful if sufficient 
agricultural tools, considering the reduction in industrial 
capacity, can be provided within five years, and it is also 
doubtful if depleted livestock herds can be increased to the 
plenned figure in the same period of time. Food and agri- 
culture officials in the British Zone anticipate a 10-year period 
before the food yield per acre will equal that obtained before 
the war. 


POTENTIAL EXPORTS PROBABLY 
ARE OVERESTIMATED 


A balance in foreign trade, the only means whereby the 
German economy can be maintained without external as- 
sistance, requires that the value of exports must equal the 
value of necessary imports. Total imports, at the time when 
it is reckoned that Allied subsidies to the German economy 
will no longer be necessary, are projected at an annual figure 
of 2.749,000,000 Reichsmarks of 1936 value. Of this total, 
it is assumed that food will account for 53 per cent, natural 
textile fibers 14 per cent, petroleum products 5 per cent, 
fertilizers 4 per cent, hides 4 per cent, semifinished and man- 
ufactured goods 5 per cent. Total exports, at the same time, 
are projected at an annual value of 2,806,000,000 Reichs- 
marks. The largest item will be textiles, with a value of 500,- 
000,000 Reichsmarks, or 18 per cent of the total. Coal and 
coke will, it is believed, account for 18 per cent, light chemi- 
cals and dyestuffs 9 per cent, machinery 8 per cent, paper 
and printing 5 per cent, electrical equipment 5 per cent, 
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' stone, clay, ceramics, glass and glass- 
ware 7 per cent, optics and precision 
instruments 3 per cent, leather products 
8 per cent, clocks, watches, musical in- 
struments and toys 5 per cent. 

It has been indicated that the as- 
sumed food imports are probably an 
underestimate. The potential exports, 
in the context of permissible industrial 
capacity, are an overestimate. In the 
various stages of planning, as steel ca- 
pacity was progressively reduced, a the- 
oretical trade balance was maintained 
by increasing the export figures for tex- 
tiles and coal. It is doubtful if a market 
survey, which has not been attempted, 
would support the optimistic estimates. 

An increase in textile exports from a 
net figure of 40,000 metric tons in 1936 
to 133,000 metric tons is assumed. This 
figure, while reasonable in relation to 
world needs, is probably large in rela- 
tion to European postwar buying power 
and a highly competitive market. Ger- 
many’s prospects in overseas markets 
will be diminished by the absence of a merchant fleet and 
by her probable difficulty in hiring the shipping services of 
competitor nations. 

An increase in coal and coke exports from a net figure of 
31,000,000 tons in 1936 to 45,000,000 tons also is assumed. 
This is a possible but unlikely figure. The prospects of attain- 
ment will be qualified by (a) the United Kingdom’s ability 
to regain its prewar production, and hence its former markets, 
(b) the increase in Polish potential availabilities by 35,000,- 
000 tons as a result of the acquisition of the former German 
Silesian fields, all of which availabilities may be exportable 
inasmuch as prewar Poland consumed only 24,000,000 tons 
out of an annual production of about 35,000,000, (c) the un- 
certainty that Germany can restore prewar output in the 
fields that she retains, (d) the uncertainty of the European 
transport position, (e) efforts by France to modernize her 
mines and thus reduce her dependence upon imports, and (f) 
the level of industrial activity on the European continent. 

None of the foregoing factors may be regarded as favorable 
to German coal exports in the volume of 45,000,000 tons 
three to five years hence. German coal and coke exports prob- 
ably will not exceed 15,000,000 tons in 1946, or 20,000,000 
tons in 1947. Anyone familiar with the importance which the 
United Kingdom attaches to regaining her coal markets can- 
not believe that the British are prepared to promote German 
exports at the expense of their own, nor would the projected 
U.S. loan be repayable if such a course were followed. More 
than 85 per cent of the normal hard coal production retained 
by Germany is in the British Zone of occupation. Neither the 
German brown coal nor brown coal briquettes normally are 
exportable. The contemplated export figure, therefore, of 
45,000,000 tons of coal at a value of 450,000,000 Reichs- 
marks (1936) should be regarded as inflated. 

The purpose of these notes is to estimate the effect of the 
proposed changes in the German economy on European eco- 
nomic recovery and to consider some of the implications to 
the U.S. Only incidental consideration is given to the econom- 
ic consequences within Germany. The export program upon 
which depends Germany’s ability to subsist without external 
aid, however, is practical only if Germany is able, in due time, 
to achieve a stable currency and relatively stable price levels. 
This will be difficult under the best of circumstances. A re- 
building program necessarily will be large (the repair of 
war-damaged plants in the consumer goods industries, the 
rebuilding of public buildings, bridges, etc., and, according 
to U.S. estimates, the replacement of 2,500,000 housing units 
destroyed in the war, plus 2,800,000 more to house Germans 
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evacuated from the ceded territory and from other countries, 
plus the repair of 4,000,000 damaged homes). 

Inevitably the tax burden will be extremely high in rela- 
tion to national income, even if all existing Government debts 
are repudiated and the servicing of all external obligations is 
indefinitely postponed. Inflationary pressures will be strong, 
and both economic circumstances and social disorganization 
will favor black markets. But any widespread black markets 
will accentuate inflationary dangers and will drain away con- 
sumer goods from the export market, thus reducing trade 
receipts. Unemployment will be a further factor in instability. 
The U.S. level-of-industry plan regards as unavoidable a 
minimum of 3,800,000 to 4,500,000 permanently unemployed. 
U.S. man-power experts privately hold the view that an ir- 
reducible minimum of 5,000,000 is a more likely figure. (An 
immense, long-term Works Project Administration project is 
available in rubble removal, the salvage of bricks and their 
cleaning by hand.) 


THE RISKS INVOLVED FOR THE U.S. 


The foregoing analysis of the export-import estimates used 
in the U.S. plan does not support a belief that the planned 
German economy can be maintained without external assist- 
ance The estimates in the British plan, while differing in de- 
tail from the U.S. estimates, are subject to the same general 
criticisms. The Russian estimates are even less realistic, es- 
pecially the unsupported Russian assumption that annual food 
imports need amount only to 600,000,000 Reichsmarks (as 
against U.S. and U.K. estimates of 1,300,000,000 Reichs- 
marks). 

The foregoing estimates are based on an assumed popula- 
tion of 66,500,000. U.S, and U.K. authorities believe that 
the German population by 1949 will be approximately 71,000,- 
000. For planning purposes, however, the Soviet estimate of 
66,500,000 has been accepted, although the normal method 
of calculating population is not political compromise but the 
counting of heads. Should the larger figure be correct, U. S. 
authorities believe that food imports would have to be in- 
creased nearly 50 per cent and that larger imports of textile - 
fibers, hides and other commodities would be required. Ex- 
ports probably would decline from the planned estimate be- 
cause of the larger domestic consumption; there is, in any 
event, no margin of contemplated industrial capacity for ex- 
port expansion. 

A mistake in planning, on the side of an over-reduction in 
industrial capacity, wil! be nearly irreparable. The Control 
Council contemplates the removal or destruction of equip- 
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ment deemed to represent excess capacity during the period 
when the German economy still will be receiving subsidies 
(at least from the U.S. and U.K.) and thus before the plan 
has been put to a test. If it should develop, when the plan 
has been put tc a test some three to five years hence, that 
industrial capacity remaining in Germany is insufficient to 
provide enough exports to finance essential imports, the U. S. 
would then be confronted with the unfortunate choices enu- 
merated above. 

Toleration of starvation is not in the American character. 
But there is no warrant for assuming that the Congress is 
willing to appropriate money for what, in effect, would be 
reparations payments to Germany, either in the form of con- 
tinued subsidies or as risky loans to help restore industrial 
capacity too drastically reduced. There is, in fact, no warrant 
for assuming that the Congress is prepared to continue the 
present economic aid for even two or three years in view of 
the awkward political issues involved. The level-of-industry 
plan now under consideration by the Control Council is, at 
best, a grave risk. If it should represent a miscalculation, the 
U.S. will be involved in heavy commitments that the Con- 
gress has not considered or accepted. 


DISORGANIZATION OF OTHER 
EUROPEAN ECONOMIES 


The terms of reference for planning the future German 
economy take no account of the impact that the far-reaching 
changes will have on the economy of other European coun- 
tries. Such considerations have been excluded or ignored by 
the Contrel Council. The governments of countries not rep- 
resented on the Control Council have not been consulted and 
apparently have not been informed as to the character of the 
changes, except inadequately through the press. 

The reduction in the over-all productive capacity of Europe, 
especially Western Europe, as a result of reparations removals, 
already has been examined. This does not measure the full 
- force of the changes in the German economy. The Dutch 
and Danish economies are complementary to the German. 
Green vegetables and dairy and meat products have been sold 
to Germany; machinery, automobiles, trucks and railway 
equipment have been obtained in exchange. The German 
market for a large portion of its agricultural production will be 
lost, since German food imports must be restricted largely to 
cereals. A considerable portion of the Polish, Austrian, Swed- 
ish, Norwegian, Danish, Dutch and Swiss textile machinery is 
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of German manufacture. Specifications, designs and dies for J 


replacement parts are at present available only in Germany. 
It is questionable that Germany will be able to meet its re- 
placement needs. 

The same conditions apply to numerous other types of 
machinery. The U.S. plan contemplates a 40 per cent re- 
duction in machinery exports of all types and a 90 per cent 
reduction in exports of iron and steel wares. No passenger or 
freight cars, automobiles or light trucks will be produced for 
export. No locomotives, heavy trucks or busses will be manu- 
factured for either export or domestic consumption. The 


Swedish economy will be severely affected by the loss of the - 


German market for its iron ores. 

One of the most serious consequences will result from the 
increased German demand for fertilizers, particularly during 
the next few years when supplies will continue to be critically 
scarce. An important source of phosphate is basic slag—a by- 
product of the steel industry. In 1937, Germany produced 
9,300,000 tons, or 43 per cent of world output. She imported, 
to supplement her domestic production, 500,000 tons. The 
reduction in steel output will curtail sharply the sources of 
basic-slag phosphates, and Germany thus will become a com- 
petitor for the scarce supplies of rock phosphate. Before the 
war, Germany was the principal producer of synthetic am- 
monia, the main source of nitrogen fertilizers. Germany's ex- 
port of synthetic nitrogen in 1937 was 17 per cent of the 
world supply. The U.S. level-of-industry plan contemplates 
a 28 per cent cut in German nitrogen production, none of 
which will be available for export. Among the fertilizers only 
potash will be available for export. 

Thus, with the world fertilizer position being one of critical 
scarcity, other European nations will be obliged to restrict 
their use of fertilizers while the submarginal lands in Germany 
swallow a disproportionately large share of the world supply. 
Agricultural recovery in Europe will be seriously delayed 
and there will continue to be, at least for the next several 
years, an acute need for food shipments from the U. S. 

Inasmuch as Germany's essential imports exceed exports 
and must be procured chiefly in the dollar trade area, the 
Control Council requires that payments for all German e«- 
ports must be in dollars. Only thus may the U.S. receive 
partial reimbursement for the supplies that it provides. Hence 
the U.K. will pay in dollars for pit props and construction 
timber that she hopes to obtain from Germany. When bills 
are presented for German coal (which currently accounts for 
about 95 per cent of German exports), the importing nations 
will be expected to pay in dollars. But dollar reserves in most 
European countries are small in relation to what they would 
like to buy in the U. S. The effect of the above conditions will, 
in due course, be further to restrict purchases from either 
Germany or the U.S., and in any case to retard recovery. 

At first glance, it may be assumed that Germany’s loss of 
markets for steel and iron wares, machinery and similar items 
may be an opportunity for the U. S. The opportunity is for the 
most part illusory. Sustained U.S. exports will require a vol- 
ume of imports that it probably is not prepared to accept, or a 
volume of loans that it probably is not prepared to grant. 


ARE CONTEMPLATED ECONOMIC MEASURES 
ESSENTIAL TO MILITARY SECURITY? 


The criticisms expressed here are not motivated by any 
particular sympathy for Germans. It can be taken for granted 
that German interests should be regarded as secondary. There 
is no dissent from the principle that Germany must be rendered 
incapable of waging another war. But the practical issue is not 
our detestation of the recent Nazi regime, but this: Can the 
German industrial facilities and resources be used to help re- 
habilitation in Europe without endangering the military se- 
curity of ourselves and our allies? 

There are some industries so definitely of a military char- 
acter, or so readily convertible to war purposes, that the case 
for their removal or destruction is obvious. Arms and am- 
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munition plants and aircraft and shipbuilding facilities are in 
this category. There are, in addition, certain strategic con- 
trols, of great importance to a present-day war economy, that 
should be permanently removed from German hands. 

A plausible case can be made for removing all facilities, 
and prohibiting their replacement, for production of primary 
aluminum, primary magnesium, antifriction bearings, and 
also, perhaps, synthetic rubber and synthetic petroleum prod- 
ucts. Imports of these materials and products should be 
strictly controlled by the Allies for an indefinite future. A 
decisive control over the German steel industry is readily at 
hand in the control of the imports of alloying metals: Germany 
wholly lacks domestic resources of chrome and molybdenum, 
her output of nickel and cobalt is very small and her manga- 
nese is unsatisfactory. 

It is just that the Germans should forfeit control over their 
major resources and industries. The German coal mines and 
allied plants, the iron and steel, chemical, electrical power 
and heavy engineering industries should become Allied prop- 
erty (the British already have expropriated the coal mines in 
their zone, which they now hold in trusteeship). Ownership 
and management of these great industries should be vested in 
one or more international, publicly owned corporations com- 
parable to the Tennessee Valley Authority. 

The operating target should be maximum production in the 
interest of repairing war damage and of raising the standard of 
living in the whole of Europe. Countries that suffered damage 
at German hands should have the prior claim on output, to be 
delivered on reparations account so far as is practicable after 
Germany's essential imports have been paid for and reason- 
able occupation costs have been met. It should be noted that 
this program contemplates reparations payments in eggs 
rather than in pieces of the goose. 

There is justice in the Potsdam proposition that the German 
standard of living should not exceed the average standard of 
living in Europe (the U.K. and U.S.S.R. excluded). If 
the German resources were to be used to re-establish and to 
improve the average standard of living in Europe, the proposi- 
tion also would make sense. A diversion of goods from in- 
dustries located in Germany and worked by Germans, but 
internationally governed, would not be incompatible with this 
proposition. 

The internationalization of German basic industries in the 
manner proposed here need not be accompanied by the 
political separation of the Ruhr, the Saar or the Rhineland 
from the German State, or the loss of any political rights by 
the inhabitants of these areas. For many reasons, political 
separation of the Ruhr or other major industrial centers is un- 
desirable. Eventual minority participation by a future German 
government in the governing boards of the one or more pro- 
posed international corporations should not be precluded. 
Such international corporations should be subject to German 
taxation through treaty arrangements. 

The foregoing suggestions do not preclude, within a reason- 
able period of time, a better distribution of industrial facilities 
on the European continent. There would be merit to a gradual 
relocation—over a 10 to 15-year period—of a part of the Ger- 
man plant to the Iron Gate region of the Danube Basin, to 
Poland, Czechoslovakia, the U.S.S.R., France, Austria and 
to the Po Valley in Italy. Such removals, however, should be 
undertaken in relation to a carefully planned development pro- 
gram. It should not be undertaken in the midst of a period of 
industrial, transportation and agricultural scarcities. One 
simple method of facilitating a better industrial balance in 
Europe would be to divert future depreciation reserves in 
particular German industries to the construction of new plants 
in other countries. 

The internationalization of Germany’s basic industries, 
through corporations owned by many governments, probably 
would be opposed by the Soviets. The writer of these notes is 
not privy to what the Soviets really want in Europe. There are 
many indications, however, that, in addition to their known 





interest in obtaining maximum reparations in the form of 
capital goods, they desire the permanent weakening of the 
whole of Western Europe. Apart from such political aims as the 
Russians may have (and in Russian thinking economics are 
not divorced from politics), they may believe that their mili- 
tary security requires the reduction of Western Europe's 
economic potential. A depressed standard of living outside 
their borders would have only minimal effect on the Russian 
economy. 

Close and friendly co-operation with the Russians is im- 
portant, especially in the control of Germany. Major emphasis 
is given by the U. S. control authorities to getting along with 
the Russians. But it often appears that they conceive of “get- 
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ting along with the Russians” as a program in itself rather 
than a means to an end. The U. S. has a major interest in de- 
fending and encouraging the economic well-being of Europe. 
It will fail in its occupation job in Germany if it fails to gain 
Russia's acceptance of this U. S. interest. 


POTSDAM SHOULD BE RECONSIDERED 

The Potsdam Protocol is subject to interpretations less 
foolhardy than the one given it by the Control Council. But 
the document itself is unfortunate. Rather than to attempt at 
this date to read new meanings into it, the U. S. should request 
the U. K. and the U.S.S.R. to agree to a reconsideration, 
especially of its reparations provisions. The level-of-industry 
plans offered by the U. S., British and Russian control authori- 
ties make plain the disastrous consequences of reparations in 
capital goods. As these consequences become more generally 
apparent, our present policy will become increasingly unac- 
ceptable to the American people and increasingly an em- — 
barrassment in our foreign relations. It should be axiomatic 
that no occupation policy is a good one that the U.S. will 
not be prepared to stand by 5 or 10 years hence. That it will 
be willing to stand by Potsdam is highly doubtful, particularly 
if, as seems evident, it will be involved in continued Lend- 
Lease to its former enemy. It is better to face now the. diffi- 
culties of reconsidering Potsdam than to undertake the grand 
folly of peace through poverty. 
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French Officials Fear 
Coup by de Gaullists 


United States occupation authorities have 
quietly issued orders to stop dismantling 
German plants in the U. S. zone for ship- 
ment to Russia as reparations. Twenty are 
being dismantled now. When they are 
gone, no more will be shipped. Unan- 
nounced reason is that Russia has blocked 
attempts to set up a system of world 
trade for Germany on a country-wide 
basis. As a result, the United States zone 
cannot maintain itself without operating 
plants which otherwise would have gone 
to Russia. 


oo 0 


When the United Nations opens its 
membership to neutrals of the war, 
Switzerland will not seek admission. 
High-ranking officials of the Swiss 
Government feel that the country 
should maintain its neutral position. 
This would be difficult for Switzerland 
to do if it accepts the obligations 
of a United Nations membership. The 
Swiss probably will compromise by 
taking membership in some of the 
United Nations economic and social 
organizations. 


o 0 90 


King Leopold of the Belgians, now living 
in Gstaad, Switzerland, has not the slight- 
est intention of abdicating the throne. 
The King plans to “sit it out” while the 
contending political parties in his country 
fight over the question. He is confident 
that he will be recalled to rule. 
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Generalissimo Stalin is afraid the po- 
litical convictions of the Red Army 
may have been affected by contact 
with the Western World. Both officers 
and men are now receiving an intensive 
re-education in the political theories 
preached by the Kremlin. Some mem- 
bers of the Army have even been ex- 
pelled from the Communist Party, to 
which they were admitted during the 
war, as a result of their wandering 


from the Party line. 
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- The Russians have presented Ethiopia 
with a complete 50-bed hospital, in Addis 
Ababa. It will be staffed with Russian doc- 
tors. Emperor Haile Selassie asked Gen- 
eralissimo Stalin if he could buy one, but 
the Russians went him one better and 
made it a gift. 


Leopold Confident 
Of Recall to Belgium 


Generalissimo Chiang Kai-shek will 
use his influence to discourage removal 
of Chinese investments from the Philip- 
pines. American authorities, in turn, 
will intercede unofficially to get the 
Philippine Government to eliminate 
discriminatory measures against Chi- 
nese businessmen in_ the Islands. 
Chinese play a major role in many 
commercial enterprises and withdrawal 
of their capital now would weaken 
the Republic of the Philippines to be 
born July 4 
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Anticipating United Nations control of 
atomic energy, a Socialist member of the 
Belgian Chamber of Deputies has quietly 
started action to give Belgium exclusive 
rights to uranium deposits in the Belgian 
Congo, source of 90 per cent of world 
production. The private firm which con- 
trols the Congo mines supplied some of 
the ore used in American experiments in 
atomic energy. 
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Allied occupation authorities are 
alarmed at the degree to which German 
nationalism has already revived. The 
Germans are following a plan worked 
out by Himmler in 1943. The move- 
ment is financed by funds deposited in 
neutral countries when it became ap- 
parent that defeat was imminent. It is 
patterned on studies the Nazis made of 
the highly successful French and — 
slay undergrounds. 


o oOo 90 


Among the hidden German assets the Al- 
lied Reparations Commission will reveal 
shortly is a debt of $45,500,000 that 
Turkey still owes Germany. The debt is 
for armaments Turkey received from the 
Germans during the war. 
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Argentina’s new President, Col. Juan 
D. Peron, has carefully worked out 
plans to increase the population of the 
country from its present 14,000,000 to 
a goal of 40,000,000. This will be 
done largely by encouraging immigra- 
tion, primarily from Spain, Italy, Ire- 


Turks Still Owe Nazis 
$45,000,000 for Arms 


land, Holland and Belgium. Behind 
Peron’s population program is the idea 
of giving Argentina the man power 
needed for a strong military position. 
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High French officials are worried about 
the possibility of an attempt to seize con- 
trol of the Government in Paris by force 
after the June elections. They fear the 
elections will result in a stalemate with no 
party getting enough seats to form a gov- 
ernment, and that Gen. de Gaulle’s friends 
may seize the opportunity to give him a 
dictatorial role. The alleged excuse would 
be that they were acting to prevent the 
Communists from doing the same thing. 
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Russia will not immediately press her 
request for a $1,000,000,000 loan from 
the United States. The U.S. State 
Department, as a condition, asks trade 
rights equal with Russia in the Balkans. 
Rather than have the U.S. pry into 
Balkan economic matters, Russia will 
forget about the loan. 
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Australia and New Zealand are not to act 
as trustees for all British territory in the 
Pacific despite the increasing share these 
countries will take in Pacific defense and 
development. Britain intends to maintain 
her direct interest in Pacific colonies, 
either as at present or on a trusteeship 
basis, as a means of maintaining a full 
voice in Pacific affairs. 
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Bulgaria may get an outlet to the 
Aegean Sea, even though a defeated 
power. While the Big Four generally 
will side with Greece against the Bul- 
garian claims, they will recognize that 
Bulgarian efforts to get to the Aegean 
have ied to three Balkan wars. Watch 
for an effort to remove this basic cause 
of Balkan trouble. 
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World officials are watching where Russia 
is building her new heavy industries. If 
the factories are located in Western Rus- 
sia, it will be taken as an indication that 
Moscow feels secure against attack from 
Europe. If the rebuilt industries are lo- 
cated deep in Russia, it will be an indica- 
tion of the Kremlin’s concern about fu- 
ture attacks from the West. 
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improvements 


SHE guides his planning 


Intelligently planned consumer re- 
search enables the man at the 
designing board to find out from the 
woman in the home how the prod- 
ucts she buys and uses can be made 
better. It is the partnership of man 
and woman at work in one of its 
most practical aspects. . 


This partnership has developed 
better homes, better appliances, 
better textiles, better foodstuffs—as 
the man who makes the product 
has sought the approval of the 


woman who influences its purchase. 


A Better Magazine, Too 


Since 1934 McCall’s has employed 
this same resultful technique in its 
own research. A consumer study is 
conducted every month by personal 
contact with women in their homes. 
These studies enable McCall’s edi- 
tors to build a magazine which re- 
flects, to a unique degree, what 
women think and want. This under- 
standing of its audience explains 


why ideas move so effectively from 
McCall’s pages into the minds of its 
readers. 

For the women in more than 
3,500,000 homes McCall’s is not only 
a source of entertainment, inspira- 
tion and guidance —it is actually a 
magazine they live by. 
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THREE MAGAZINES IN ONE 








*. 


®,95 W 
s Mello | 
civ because 7 serve. you will know 
America’s F — When you taste SCHENLEY Reserve, yo 
* 7 
rning 
nny Mo 
as a Su 


‘or comes of 
- th flavor co 
iskev. Its rich. smoo 
| st selling whiskey. Its r Reserve soon. Blended 
‘ica s largest s . “HENLEY Reserve soc Tae 
‘t is America’s c * SCHENLE : . 
why it is An lients skillfully blended. Try ‘ Schenley Distillers Corp., N. Y. C 
a ‘dients s spirits. Schenley Dis 
nei f. 65% grain neutral spirits. 
r7R ——— wool, dD /( rit 
Whiskey 86 | 


ore TT et ra ~: 


it : Ee ee 7 
i a ‘ 


9 


SCHENLEY 


r 








